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Part |
Item 1. Business

S. Y. Bancorp, Inc. (“Bancorp” or “Companyijas incorporated in 1988 and is a Kentucky corpomdteadquartered in Louisville, Kentuc
Bancorp is a bank holding company registered veititl subject to supervision, regulation and exanundty the Board of Governors of the
Federal Reserve System. Bancorp has two subsili&@ieck Yards Bank & Trust Company (the Bank) &nid. Bancorp Capital Trust Il (the
Trust). The Bank is wholly owned and is a statetenad bank. Because Bancorp has no operations oW, its business and that of the
Bank are essentially the same. The operationseoBank are fully reflected in the consolidateafioial statements of Bancorp. Accordin
references to “Bancorp” in this document may encasspoth the holding company and the Bank. ThetTswa Delaware statutory trust that
is a 100%-owned finance subsidiary of Bancorp. i$ete 11 to Bancorg'consolidated financial statements for furthecualision of the Tru:
and its accounting treatment.

Stock Yards Bank & Trust Company

Stock Yards Bank & Trust Company is the bankingsgdibry of Bancorp and was chartered in 1904. Baek is headquartered in Louisvi
Kentucky and provides commercial and personal lmangervices in the Louisville, Kentucky, Indianapplndiana and Cincinnati, Ohio
metropolitan markets through 31 full service bagkiffices (See “ITEM 2. PROPERTIES”). The Banklertered under the laws of the
Commonwealth of Kentucky. In addition to tradi@rommercial and personal banking activities,Baek has an investment management
and trust department offering a wide range of tagshinistration, investment management, employeefiigplan and estate administration,
and financial planning services. The Bank alsgindtes and sells singfamily residential mortgages. Additionally, the Bawffers securitie
brokerage services in the name of Stock Yards EiahBervices through an arrangement with a thindypbroker-dealer. See Note 23 to
Bancorp’s consolidated financial statements foormfation relating to the Bank’s business segments.

2013 Acquisition

In December 2012, S. Y. Bancorp, Inc. announcéddtentered into an agreement to merge with The@anInc., parent company of THE
BANK — Oldham County, Inc., with assets of approately $137 million. As a result, of the transagtidgHE BANK — Oldham County
would merge into Stock Yards Bank and Trust and Baecorp, Inc. would no longer exist. Each shdréhe Bancorp, Inc. common stock
will be converted to $185.81 in cash and 12.75%#eshof S.Y. Bancorp common stock, subject to readjustments. The merger is subject
to regulatory approvals and the approval of shddehs of The Bancorp, Inc., and is expected toeckely in the second quarter of 2013.

At December 31, 2012, Stock Yards Bank & Trust 488 full-time equivalent employees. Employeestot® Yards Bank & Trust are
entitled to participate in a variety of employeadiit programs including a combined employee pistiring and stock ownership plan
(“KSOP”). Management of Bancorp strives to be ampkyer of choice and considers the relationshifh wmployees to be good.

Supervision and Regulation

Bank holding companies and commercial banks amnsitely regulated under both federal and state.l@hanges in applicable laws or
regulations may have a material effect on the lassirand prospects of Bancorp and the Bank.

Bancorp, as a registered bank holding companyhgest to the supervision of and regulation byFeeeral Reserve Board under the Bank
Holding Company Act of 1956. In addition, Bancaspsibject to the provisions of Kentucky’s bankiag$ regulating bank acquisitions and
certain activities of controlling bank shareholders

Kentucky and federal banking statutes delineatmissible activities for Kentucky state-charteredksm Kentucky’s statutes, however,
contain a super parity provision for Kentucky bahksing a top one or two
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rating in its most recent regulatory examinatidiis provision allows a state bank to engage inkamking activity in which a national bank
in Kentucky, a state bank operating in any othatestor a federally chartered thrift could engagke bank must first obtain a legal opinion
specifying the statutory or regulatory provisiohattpermit the activity.

The Bank is subject to the supervision of the KekyuDepartment of Financial Institutions and thel&mal Deposit Insurance Corporation.
The Federal Deposit Insurance Corporation (FDIG)iias the deposits of the Bank to the current maisnof $250,000 per depositor.

The Gramm-Leach-Bliley Act (the “GLB Act”) allowsf affiliations among banks, securities firms amslirance companies by means of a
financial holding company (“FHC"). In most casd® treation of an FHC is a simple election andcedid the Federal Reserve Board. The
GLB Act requires that, at the time of establishmafrdn FHC, all depository institutions within thadrporate group must be “well managed”
and “well capitalized” and must have received agabf “satisfactory” or better under its most rec€ommunity Reinvestment Act
examination. Further, non-banking financial firmfar @xample an insurance company or securities)fimay establish an FHC and acquire a
depository institution. While the distinction be®vebanks and non-banking financial firms has béemibg over recent years, the GLB Act
makes it less cumbersome for banks to offer sesvilbeancial in nature” but beyond traditional comroial banking activities. Likewise, non-
banking financial firms may find it easier to offervices that had, heretofore, been provided pilyriay depository institutions. In 2012,
management of Bancorp chose to become an FHCeaféduwating the benefits and costs.

In response to the stresses experienced in thecisdamarkets, the Emergency Economic Stabilizafioh(EESA) was enacted in 2008.
Pursuant to its authority under EESA, Treasurytetthe TARP Capital Purchase Program (CPP) untatwthe Treasury Department
would invest up to $250 billion in senior prefergdck of U.S. banks and savings associationseir tiolding companies. Although it was
approved for participation, Bancorp declined tctipgrate in federal TARP funding because its cdpéaels were and remain significantly in
excess of what is required to be considered “wagfiitalized” under regulatory standards.

The Dodd-Frank Wall Street Reform and Consumerdetimn Act of 2010 (the “Dodd-Frank Act”) was sighiato law in 2010. Generally,
the Dodd-Frank Act was effective the day afteratsveigned into law, but different effective datpplg to specific sections of the law. This
new extensive and complex legislation containedynmeaw provisions affecting the banking industnglirding:

. Creation of a new Bureau of Consumer Financialdetain overseeing banks with assets totaling $llidior greater
while writing and maintaining several regulatiohattapply to all banks

. Determination of debit card interchange rates leyRbderal Reserve Board

. New regulation over derivative instruments

. Phase outs of certain forms of trust preferred dabthybrids previously included as bank capital

. Increases to FDIC deposit coverage, increased pa@amkiums, and numerous other provisions affectimgnicial institution

regulation, oversight of certain non-banking orgations, investor protection, etc.

Uncertainty remains as to the ultimate impact efftodd-Frank Act, which could have an adverse irhpacdhe financial services industry as
a whole and on Bancorp’s business, results of tipasaand financial condition.

In 2009, as part of its efforts to rebuild the Deipinsurance Fund, the FDIC levied a special assent applicable to all insured depository
institutions totaling 5 basis points of each indi@n’s total assets less Tier 1 capital as of B3e2009. In lieu of further special assessments.
in November 2009, the FDIC required all insureda#ory institutions, with limited exceptions, toepay their estimated quarterly riblsec
assessments for the fourth quarter of 2009 andlfaf 2010, 2011 and 2012. Bancorp’s prepaid sssent, paid in December 2009, totaled
$6,458,000 and will be amortized based on quarteByC
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assessments, likely into 2014. The remaining pdepssessment of $1,732,000 at December 31, 2dlBenapplied to future assessments.

In 2011, per the Dodd-Frank Act, the FDIC redefitteel deposit assessment base as average congbliokaieassets minus average tangible
equity, and adopted a new assessment rate scteftkdaéve April 1, 2011. This revision resultedsomewhat lower FDIC insurance expe
for Bancorp beginning in 2011.

Available Information

Bancorp files reports with the SEC including thenfial Report on Form 10-K, quarterly reports on FAG¥Q, current event reports on
Form 8-K, and proxy statements, as well as any dments to those reports. The public may read apg any materials the Registrant files
with the SEC at the SEC’s Public Reference RoofrDatF Street, NE, Washington, DC 20549. The puhky obtain information on the
operation of the Public Reference Room by callmg$EC at 1-800-SEQ330. The SEC maintains an internet site that @osit@ports, prox
and information statements and other informati@arding issuers that file electronically with theGat http://www.sec.gov. Bancorp’s
Annual Report on Form 10-K, quarterly reports omnrd 0-Q, current reports on Form 8-K, and amendmenthose reports filed or
furnished pursuant to section 13(a) or 15(d) offilRehange Act are accessible at no cost on Bargwrgb site at http://www.syb.com after
they are electronically filed with the SEC.

Item 1A. Risk Factors

Investments in Bancorp’s common stock or trustgarefd securities involve risk, and Bancorp’s padfility and success may be affected by a
number of factors including those discussed below.

Financial condition and profitability depend significantly on local and national economic conditions.

Our success depends on general economic condii@hdocally and nationally. Most of Bancorp’s taraers are in the

Louisville, Indianapolis, and Cincinnati metropalitareas. Some of Bancorp’s customers are dinespigcted by the local economy while
others have more national or global business dgaliBome of the factors influencing general ecooa@unditions include recession,
unemployment, and government regulation. Poor epdnoonditions have an unfavorable impact on theated of customers for loans and
the ability of some borrowers to repay these loddsterioration in the quality of the credit pofifocould have a material adverse effect on
financial condition, results of operations, andnodttely capital.

Financial condition and profitability depend on red estate values in our market area.

Bancorp offers a variety of secured loans, inclgdiommercial lines of credit, commercial term lgalesl estate, construction, home equity,
consumer and other loans. Over half of Bancor@soare secured by real estate (both residentiat@mmercial) in Bancorp’s market area.
In instances where borrowers are unable to repaly Ithans from us and there has been deterioratitime value of the loan collateral,
Bancorp could experience higher loan losses. Aalthiti increases in loan loss provisions, which maydécessary in the future, could have a
material adverse effect on financial conditionuitsof operations, and ultimately capital.

If actual loan losses are greater than Bancorp’s Elwance assumption for loan losses, earnings coulécrease.

Bancorp’s loan customers may not repay their l@aterding to the terms of these loans, the coliatercuring the payment of these loans
may be insufficient to ensure repayment and thdttved guarantors providing guarantees to suppgmsée loans may be insufficient to aid in
the repayment of these loans. Accordingly, Bancoay experience significant credit losses whichldtave a material adverse effect on
operating results. Bancorp makes various assungptiad judgments about the collectability of trenlportfolio, including the
creditworthiness of borrowers and the value of esshte and other assets serving as
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collateral for repayment of many loans. In deteing the adequacy of the allowance for loan losBascorp considers, among other factors,
an evaluation of economic conditions and Bancdgas loss experience. If Bancorp’s assumptionsgto be incorrect or economic
problems are worse than projected, the currenivati@e may not be sufficient to cover loan lossasaatjustments may be necessary to allow
for different economic conditions or adverse depeients in the loan portfolio. Such additions te #étlowance, if necessary, could have a
material adverse impact on financial results.

In addition, federal and state regulators peridfjicaview Bancorp’s allowance for loan losses amaly require an increase in the provision
for loan losses or loan charge-offs. If the reqaiaagencies require any increase in the provi&ofoan losses or loan charge-offs for which
Bancorp had not allocated, it would have a negadffect on net income.

Fluctuations in interest rates could reduce profitdility.

Our primary source of income is from the net intespread, the difference between interest earnddams and investments and the interest
paid on deposits and borrowings. Bancorp expegtetiodically experience “gaps” in the interedersensitivities of Bancorp’s assets and
liabilities, meaning that either interest-bearirapllities will be more sensitive to changes in k&trinterest rates than interest-earning assets,
or vice versa. In either event, if market interasés should move contrary to Bancorp’s positihis, “gap” will work against Bancorp and
earnings will be negatively affected.

Many factors affect the fluctuation of market istrrates, including, but not limited to the foliagy.

e Inflation or deflation;

e recession;

e arise in unemployment;

e  tightening money supply;

* international disorder and instability in foreigndncial markets;
» the Federal Reserve’s actions to control interstst and

Bancorp’s interest rate sensitivity analysis inthsaan increase in interest rates of up to 2% wdetitease net interest income, primarily
because the majority of Bancorp’s variable ratesdaave floors of 4% or higher, and are indexetiégorime rate. Since the prime rate is
currently 3.25%, rates would have to increase rtttae 75 bp before the rates on such loans will rifeis effect negatively impacts the eft
of rising rates. Deposit rates generally do nptioe as quickly as loans which negatively affezmings as rates decline. Bancorp’s asset-
liability management strategy, which is designedttigate risk from changes in market interestgateay not be able to prevent changes in
interest rates from having a material adverse effaBancorp’s results of operations and financialdition. Bancorp’s most recent earnings
simulation model estimating the impact of changimgrest rates on earnings indicates net intenesime will decrease approximately 1.29
interest rates immediately decrease 100 basis9fuinthe next 12 months and decrease approximatgds if rates increase 200 basis poil
Prevailing interest rates are at historically l@wdls, and current indications are that the Fed®eakrve will likely maintain the low rates for
the next two years.

Significant stock market volatility could negatively affect Bancorp’s financial results.

Capital and credit markets experience volatilitd aisruption from time to time. These conditiotesce downward pressure on credit
availability, credit worthiness and customers’ inations to borrow. Prolonged volatility or a siigant disruption could negatively impact
customers’ ability to seek new loans or to repagtag loans. The personal wealth of many of beers and guarantors has historically
added a source of financial strength to certaindaand would be negatively impacted by severe naedaines. Sustained reliance on their
personal assets to make loan payments would riestéterioration of their liquidity, and could rédisin loan defaults.

Income from investment management and trust servioastitutes an average of 40% of non-interesinme Trust assets under management
are expressed in terms of market value, and afgignt portion of
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fee income is based upon those values. While imest management and trust fees are based on nvatldes, they typically do not fluctue
directly with the overall stock market. Accoungpitally contain fixed income and equity asset stes which generally react to market
fluctuations inversely to each other.

Competition with other financial institutions could adversely affect profitability.

Bancorp operates in a highly competitive indusigt could become even more competitive as a reklégislative, regulatory and
technological changes and continued consolidaBamcorp faces vigorous competition from banks ahérdfinancial institutions. A number
of these banks and other financial institutionsehswbstantially greater resources and lendingdirtatger branch systems and a wider array
of banking services. Additionally, Bancorp encousiteompetition from smaller community banks in Banpés markets. Bancorp also
competes with other non-traditional providers a&ficial services, such as brokerage firms andansercompanies. This competition may
reduce or limit margins on banking services, reduegket share and adversely affect results of dip@saand financial condition.

Credit unions, whose membership is no longer tiea $ingle company, have grown in popularity azd,sind their expansion into business
lending is growing. Because credit unions aresndfect to federal income tax, and Bancorp paysriddncome tax at a marginal rate of
35%, these companies have a significant competii@ntage over Bancorp. This advantage may haegaive impact on Bancorp’s
growth and resultant financial results as thesditumions continue to expand.

Bancorp’s accounting policies and methods are crital to how Bancorp reports its financial conditionand results of operations. They
require management to make estimates about mattethat are uncertain.

Accounting policies and methods are fundamenthbte Bancorp records and reports its financial comiand results of operations. Banc
must exercise judgment in selecting and applyirgéhaccounting policies and methods so they comipfyUnited States generally accepted
accounting principles (US GAAP).

Bancorp has identified certain accounting poligiedeing critical because they require managemigmignent to ascertain the valuations of
assets, liabilities, commitments and contingendegariety of factors could affect the ultimate walthat is obtained either when earning
income, recognizing an expense, recovering an,assetducing a liability. Bancorp has establiskethiled policies and control procedures
that are intended to ensure these critical accogmstimates and judgments are well controlledagopdied consistently. In addition, the
policies and procedures are intended to ensureattagirocess for changing methodologies occurs iappropriate manner. Because of the
uncertainty surrounding Bancorp’s judgments andeiiBmates pertaining to these matters, there eartassurances that actual results will
not differ from those estimates. See the “Critisatounting Policies” in the “Management’s Discussand Analysis of Financial Condition
and Results of Operations” for more information.

An extended disruption of vital infrastructure or a security breach could negatively impact Bancorp’dusiness, results of operations,
and financial condition.

Bancorp’s operations depend upon, among otherghinfrastructure, including equipment and fa@hti Extended disruption of vital
infrastructure by fire, power loss, natural disgglecommunications failure, information systdmsaches, terrorist activity or the domestic
and foreign response to such activity, or otheneveutside of Bancorp’s control could have a niatedverse impact on the financial
services industry as a whole and on Bancorp’s lessirresults of operations and financial conditi@amcorp’s business continuity plan may
not work as intended or may not prevent signifidgatgrruption of operations. The occurrence of failyres, interruptions, or security
breaches of information systems could damage Baisxcogputation, result in the loss of customer bess, subject us to additional regulatory
scrutiny, or expose us to civil litigation and pibss financial liability, any of which could haveadverse effect on Bancorp’s financial
condition and results of operation.
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Bancorp’s assets which are at risk for cyber-attaoklude financial assets and non-public infororatielonging to customers. Bancorp
utilizes several third-party vendors who have agteour assets via electronic media. Certainrcgbeurity risks arise due to this access,
including cyber espionage, blackmail, ransom, &edtt Bancorp employs many preventive and deteatontrols to protect its assets, and
provides mandatory recurring information securigyrting to all employees. Bancorp requires idesdifihird parties to have similar or
superior controls in place. Bancorp did not suffenaterial incident in the years reported her@ancorp maintains insurance coverage to
prevent material financial loss from cyber-attacks.

Bancorp operates in a highly regulated environmenand may be adversely affected by changes in federatate and local laws and
regulations.

Bancorp is subject to extensive regulation, sugériand examination by federal and state bankinigagities. Any change in applicable
regulations or federal or state legislation cowdgidha substantial impact on the bank and its opesat Additional legislation and regulations
may be enacted or adopted in the future that csighificantly affect Bancorp’s powers, authoritydamperations, which could have a material
adverse effect on Bancorp’s financial condition agglilts of operations. The exercise of regulapmyer may have negative impact on
Bancorp’s results of operations and financial ctadi

Bancorp may be unable to successfully integrate aoged bank’s operations and retain acquired bank’semployees.

Simultaneous with the closing of the merger, THENBA— Oldham County, Inc. (“TBI Bank”) will be mergdewith and into Stock Yards
Bank & Trust (“SYB Bank”), and these two comparfese previously operated independently of eachrotiibe possible difficulties and
challenges of merging the operations of TBI Banét 8iYB Bank include:

* integrating personnel with diverse business baakus;

»  combining different corporate cultures

* integrating systems, technologies, policies andguiares; and
* retaining key employees and customers.

The process of integrating operations may alsénbe tonsuming and costly and could cause an imggomu of, or loss of momentum in, the
activities of one or more of Bancorp, SYB Bank @l Bank, and the loss of key personnel. The diearsf management’s attention and any
delays or difficulties encountered in connectiothvithe merger of TBI Bank into SYB Bank could hareadverse effect on the business and
results of operations of Bancorp.

Item 1B. Unresolved Staff Comments

Bancorp has no unresolved SEC staff comments.

Item 2. Properties

The principal offices of Bancorp and the Bank aated at 1040 East Main Street, Louisville, Kekyud@ he Bank’s operations center is at a
separate location. In addition to the main offioenplex and the operations center, the Bank owndatddch properties at December 31,
2012, two of which are located on leased landthét date, the Bank also leased 16 branch fagilit@f the 31 banking locations, 25 are
located in the Louisville Metropolitan Statistigalea (“MSA”), three are located in the IndianapdSA and three are located in the

Cincinnati MSA. See Notes 5 and 17 to Bancorpissotidated financial statements for the year eridlecember 31, 2012, for additional
information relating to amounts invested in premjsguipment and lease commitments

In the first quarter of 2013, Bancorp announcetigkd close one leased branch location in the dl@SVISA. This branch will continue to
operate as a full service branch until its closmthe second quarter of 2013.
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Item 3. Legal Proceedings

See Note 17 to Bancorp’s consolidated financidestants for the year ended December 31, 2012nformnation relating to legal
proceedings.

Item 4. Mine Safety Disclosures

Not applicable

Executive Officers of the Registrant

The following table lists the names and ages &egakember 31, 2012 of all current executive offiafrBancorp and the Bank. Each
executive officer is appointed by Bancorp’s Boafdwoectors to serve at the discretion of the Bodidere is no arrangement or

understanding between any executive officer of Bgmor the Bank and any other person(s) pursuawhtoh he/she was or is to be selected
as an officer.

Name and Age Position and Offices

of Executive Officer with Bancorp and/or the Bank

David P. Heintzman Chairman of the Board of Directors and Chief Exaeu©Officer of Bancorp and the Bank
Age 53

James A. Hillebrand President and Director of Bancorp and the Bank

Age 44

Kathy C. Thompson Senior Executive Vice President and Director of 8ap and the Bank

Age 51

Nancy B. Davis Executive Vice President, Secretary, TreasurerGiridf Financial Officer of Bancorp and 1
Age 57 Bank

William M. Dishman Il Executive Vice President and Chief Risk Officetlud Bank

Age 49

Gregory A. Hoeck Executive Vice President of the Bank and DirectioRetail Banking

Age 62

Philip S. Poindexter Executive Vice President and Chief Lending Offiokthe Bank

Age 46

T. Clay Stinnett Executive Vice President and Chief Strategic OfficeBancorp and the Bank

Age 39

Mr. Heintzman was appointed Chairman and Chief Httee Officer in January 2006. Prior thereto, beved as President of Bancorp and
Bank since 1992. Mr. Heintzman joined the Bank983.

Mr. Hillebrand was appointed President in July 2008ior thereto, he served as Executive Vice Besgiand Director of Private Banking of
the Bank since 2005. From 2000 to 2004, he serge&kaior Vice President of Private Banking. Mdldttrand joined the Bank in 1996.

Ms. Thompson was appointed Senior Executive Viasident in January 2006. Prior thereto, she seasdtikecutive Vice President of
Bancorp and the Bank. She joined the Bank in 19@PissManager of the Investment Management andt Drapartment.

Ms. Davis was appointed Executive Vice Presidearicorp and the Bank in 1999 and Chief Financft€r in 1993. She joined the Ba
in 1991.
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Mr. Dishman joined the Bank and was appointed EtreelVice President and Chief Risk Officer in Fedmy2009. Prior thereto, he served
as Executive Vice President and Chief Credit Offfce National City Bank’s Kentucky and Tennessesrkets from 2004 to 2009.

Mr. Hoeck joined the Bank and was appointed Exgeutlice President in May 1998. He is the mana@&edail Banking for the Bank.

Mr. Poindexter was appointed Chief Lending Offizeduly 2008. Prior thereto, he served as Exeeultiice President and Director of
Commercial Banking. Mr. Poindexter joined the BamR004.

Mr. Stinnett was appointed Executive Vice Presidamt Chief Strategic Officer in February 2011.oPthereto, he served as Senior Vice
President and Chief Strategic Officer since 200B. Stinnett joined the Bank in 2000.

Part Il
Item 5. Market for Registrant’s Common Equity, Related Stodkholder Matters and Issuer Purchases of Equity Seatties

Bancorp’s common stock is traded on the NASDAQ @l@&elect Market under the ticker symbol SYBT. Téale below sets forth the
quarterly high and low market closing prices of Banp’s common stock and dividends declared peresfidre payment of dividends by the
Bank to Bancorp is subject to the restriction diégtt in Note 16 to the consolidated financial staats. Management believes that Bancorp
will continue to generate adequate earnings toilcgatto pay dividends on a quarterly basis. Onebdzer 31, 2012, Bancorp estimates it

a total of approximately 5,350 shareholders, incigdeneficial owners holding shares in nominetstreet” name.

2012 2011
Cash dividends Cash dividends
Quarter High Low declared High Low declared
First $ 2365 $ 20.6C $ 0.1¢ $ 25.1¢ $ 23.71 % 0.1¢
Seconc 23.9¢ 21.9¢ 0.1¢ 25.7¢ 22.5( 0.1¢
Third 24.9¢ 22.4* 0.1¢ 23.97 18.0¢ 0.1¢
Fourth 24.1% 21.0¢ 0.2C 21.2¢ 18.2¢ 0.1¢

The following table shows information relating teetrepurchase of shares of common stock by Bartoipg the three months ended
December 31, 2012.

Total number of Maximum Number

Total number of Shares Purchased as of Shares that May

Shares Average price Part of Publicly Yet Be Purchased

Purchased (1) Paid Per Share Announced Plan (2) Under the Plan
October -October 31 294 $ 24.0( — —
November -November 3( — — — —
December -December 3: 714 21.8¢ — -
Total 3,65¢ $ 23.5¢ — —
(1) Activity represents shares surrendered by offit@ysay the exercise price of stock options or tp taaes due upon the exercise of

stock appreciation rights.
(2) Since 2008, there has been no active share buyhackn place.
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The following performance graph and data shalloeotieemed filed for purposes of Section 18 of #euBties Exchange Act of 1934 or
otherwise subject to the liabilities of that sextinor shall it be deemed soliciting material dojsat to Regulation 14A of the Exchange Ac
incorporated by reference in any filing under theltange Act or the Securities Act of 1933, excapslaall be expressly set forth by specific
reference in such filing.

The graph below compares the performance of Ban€orpmon Stock to the Russell 2000 index, the SNISBAQ Bank index and the
SNL Midwest Bank index for Bancorplast five fiscal years. The graph assumes theevall the investment in Bancorp Common Stock a
each index was $100 at December 31, 2007 andlilthtidends were reinvested.

Total Return Performance
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3, Bancorp, inc, ——Russell 2000 —d— SHL Midwest Bank —8—SHL Bank NASDAD
Period Ending

Index 12/31/07 12/31/08 12/31/08 12/31/10 12/31/11 12/31/12
S.Y. Bancorp, Inc $ 100.0C $ 118.0¢ $ 94.4¢ $ 111.7¢  $ 96.6: $ 109.1°
Russell 2000 Inde 100.0( 66.21 84.2( 106.8: 102.3¢ 119.0¢
SNL Midwest Bank Inde: 100.0( 65.7¢ 55.7¢ 69.2: 65.3¢ 78.71
SNL NASDAQ Bank Inde» 100.0( 72.62 58.91 69.51 61.67 73.51
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Iltem 6. Selected Financial Data
Selected Consolidated Financial Data

(Amounts in thousands

Years ended December 3

except per share data 2012 2011 2010 2009 2008
Income statement date
Interest incom 86,90: 86,03¢ $ 86,14t $ 83,85¢ 87,12:
Interest expense 12,95 15,30 19,26 25,18! 30,26:
Net interest incom 73,95( 70,73: 66,87¢ 58,67¢ 56,85¢
Provision for loan losse 11,50( 12,60( 11,46¢ 12,77¢ 4,05(
Non-interest incomi 38,45] 33,24 33,73¢ 30,03¢ 28,24
Nonr-interest expenses 65,47 59,58 57,13: 52,69t 49,31¢
Income before income taxes 35,43t 31,79 32,01¢ 23,24. 31,73:
Income tax expense 9,63¢ 8,191 9,06t 6,93 10,05¢
Net income 25,80: 23,60¢ $ 22,95! $ 16,30¢ 21,67¢
Per share data
Net income, basi 1.8¢ 171 % 168 $ 1.2C 1.61
Net income, dilutet 1.8t 1.71 1.67 1.1¢ 1.5¢
Cash dividends declart 0.7 0.7z 0.6¢ 0.6¢ 0.6¢
Book value 14.7¢ 13.5¢ 12.3i 11.2¢ 10.72
Market value 22.4:% 20.5: 24.5¢ 21.3¢ 27.5(
Weighted average common and common equivalent

shares diluted 13,93: 13,83¢ 13,77¢ 13,68¢ 13,63(
Balance Sheet data
Total asset 2,148,26: 2,053,09 $ 1,902,94! $ 1,791,417 1,628,76.
Loans 1,584,59. 1,544,84! 1,508,42! 1,435,46; 1,349,63
Allowance for loan losse 31,88: 29,74¢ 25,54 20,00( 15,38:
Securities 386,441 352,18! 245,35: 228,26( 173,41
Deposits 1,781,69. 1,617,73! 1,493,46: 1,418,18: 1,270,92!
Federal Home Loan Bank advan 31,88: 60,43 60,44: 60,45 70,00(
Subordinated debentur 30,90( 40,90( 40,90( 40,93( 40,96(
Stockholder equity 205,07! 187,68t 169,86: 153,61« 144,50(
Average balance:
Stockholder' equity 197,55: 179,63¢ $ 163,57. $ 150,72: 136,11.
Assets 2,070,96' 1,959,60! 1,847,45, 1,717,47. 1,567,96
Federal Home Loan Bank advan 60,11 60,4 3¢ 69,15¢ 80,90¢ 86,01
Long-term debt 31,47 40,90( 40,90: 40,93( 3,361
Selected ratios
Return on average ass 1.25% 1.2(% 1.24% 0.95% 1.3%
Return on average stockholc’ equity 13.0¢ 13.1¢ 14.0: 10.8:2 15.9:
Average stockholde’ equity to average ass¢ 9.5¢ 9.17 8.8t 8.7¢ 8.6¢
Net interest rate sprei 3.7¢ 3.7¢ 3.7¢ 3.4z 3.6(
Net interest rate margin, fully t-equivalent 3.94 3.9¢ 3.9¢ 3.74 3.9¢
Efficiency ratio 57.3¢ 56.4 56.01 58.7( 57.2%
Non-performing loans to total loai 1.9C 1.51 1.2¢ 0.84 0.3t
Non-performing assets to total ass 1.7¢ 1.51 1.3C 0.77 0.3¢
Net charge offs to average lozc 0.6C 0.5t 0.4C 0.5¢ 0.1€
Allowance for loan losses to total los 2.01 1.9: 1.6¢ 1.3¢ 1.1
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Item 7. Management’s Discussion and Analystf Financial Condition and Results of Operations
Financial Section Roadmap

The financial section of this Form 10-K includesmagement’s discussion and analysis, consolidatesh€ial statements, and the notes to
those financial statements. Bancorp has prepaesfbliowing summary, or “roadmap,” to assist in yoeview of the financial section. It is
designed to give you an overview of S.Y. Bancong, knd summarize some of the more important éietsvand events that occurred during
2012.

Our Business

S.Y. Bancorp, Inc. (Bancorp), incorporated in 1988 no active business operations. Thus, Bancbysiess is substantially the same as
that of its wholly owned subsidiary, Stock YardsnB& Trust Company (the Bank). The Bank has omerabntinuously since it opened in
1904. The Bank conducted business at one locatio85 years and began branching in 1989. At Dece®ihe2012, the Bank had 25 full
service banking locations in the Louisville MSAreh full service banking locations in the Indian&MSA, and three full service banking
locations in the Cincinnati MSA. The Bank’s focusftexible, attentive customer service has beent&éts growth and profitability. The
wide range of services added by investment managfeanel trust, securities brokerage, and mortgaiggnation helps support the corporate
philosophy of capitalizing on full service customelationships.

In the first quarter of 2013, Bancorp announcethkd close one branch location in the LouisvillEM This branch will continue to operate
as a full service branch until its closing in tleeend quarter of 2013.

In the fourth quarter of 2012, Bancorp announcérhit entered into an agreement to merge with Tmeda, Inc., parent company of THE
BANK —Oldham County, Inc. The merger is subjecteagulatory approvals and the approval of sharedieldf The Bancorp, Inc., and is
expected to close early in the second quarter 8820

Financial Section Overview
The financial section includes the following:

Management'’s discussion and analysis, or MD&A (patf@through 41) — provides information as to thalgsis of the consolidated
financial condition and results of operations ohBarp. It contains management'’s view about ingusénds, risks, uncertainties, accounting
policies that Bancorp views as critical in lightitsf business, results of operations includinguis@n of the key performance drivers,
financial position, cash flows, commitments andtswencies, important events, transactions tha¢ teeurred over the last three years, and
forward-looking information, as appropriate.

Financial statements (pages 42 through 46) — irclDdnsolidated Balance Sheets as of the end d¢dishevo years, and Consolidated
Statements of Income, Changes in Stockholders’tgg@bmprehensive Income, and Cash Flows for e&tiedast three years. Bancorp’s
financial statements are prepared in accordandeWs GAAP.

Notes to the financial statements (pages 47 thr&y— provide insight into, and are an integral parttbé financial statements. The notes
contain explanations of significant accounting giel, details about certain captions on the fir@rstatements, information about significant
events or transactions that have occurred, dismussibout legal proceedings, commitments and gpeticies, and selected financial
information relating to business segments. Thesmt¢he financial statements also are prepareddordance with US GAAP.
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Reports related to the financial statements aredniat control over financial reporting (pages 8®tigh 89) — include the following:
* Areport from KPMG LLP, an independent registeretdlfc accounting firm, which includes their opinion the presentation of
Bancorp’s consolidated financial statements basetth@ir audits;
« Areport from management indicating Bancorp’s resiaility for financial reporting and the financistatements;
« Areport from management indicating Bancorp’s rexsgiaility for the system of internal control ovémdncial reporting, including
an assessment of the effectiveness of those centnodi
e Areport from KPMG LLP, which includes their opimi@n the effectiveness of Bancorp’s internal cdraxeer financial reporting.

Forward-Looking Statements

This report contains forward-looking statementsarrttie Private Securities Litigation Reform Acttthrevolve risks and uncertainties. These
forward-looking statements may be identified by tise of words such as “expect”, “anticipate”, “pldifioresee”, “believe” or other words

with similar meaning. Although Bancorp believes #ssumptions underlying the forward-looking statets contained herein are reasonable,
any of these assumptions could be inaccurate. Faittat could cause actual results to differ fresults discussed in forward-looking
statements include, but are not limited to: ecormaroinditions both generally and more specificallyie markets in which Bancorp and its
subsidiaries operate; competition for the Bank'stamers from other providers of financial serviggsyernment legislation and regulation
which change from time to time and over which Bapdmas no control; changes in interest rates; nahtenforeseen changes in liquidity,
deterioration in the real estate market, resulspefrations or financial condition of the Bank’stmmers; or other risks detailed in Bancorp’s
filings with the Securities and Exchange Commissind Item 1A of this Form 10-K all of which arefdifilt to predict and many of which

are beyond the control of Bancorp.
Critical Accounting Policies

Bancorp has prepared the consolidated financiatimétion in this report in accordance with US GAAR.preparing the consolidated
financial statements in accordance with US GAAMmdap makes estimates and assumptions that affeceported amount of assets and
liabilities, disclosure of contingent assets aafilities at the date of the financial statemeatsl the reported amounts of revenue and
expenses during the reporting period. There camlessurances that actual results will not difiem those estimates.

Management has identified the accounting policgtesl to the allowance and provision for loan lossesritical to the understanding of
Bancorps results of operations and discussed this cormriugith the Audit Committee of the Board of Directo Since the application of tt
policy requires significant management assumptéonsestimates, it could result in materially diffier amounts to be reported if condition:
underlying circumstances were to change. Assumgfioclude many factors such as changes in borg\ieancial condition which can
change quickly or historical loss ratios relatededain loan portfolios which may or may not beigative of future losses. To the extent that
management’s assumptions prove incorrect, thetsesam operations could be materially affectethe impact and any associated risks
related to this policy on Bancorp’s business openatare discussed in the “Allowance for Loan Le$section below.

Additionally, management has identified the accounpolicy related to accounting for income taxesatical to the understanding of
Bancorp’s results of operations and discusseccthislusion with the Audit Committee of the Boardfectors. The objectives of
accounting for income taxes are to recognize theusrtnof taxes payable or refundable for the curyear and deferred tax liabilities and
assets for the future tax consequences of eveatthidlve been recognized in an entity’s financietleshents or tax returns. Judgment is
required in assessing the future tax consequerieageats that have been recognized in Bancorpanfifal statements or tax returns.
Fluctuations in the actual outcome of these futakeconsequences, including the effects of IRS é@xafions and examinations by other state
agencies, could materially impact Bancorp’s finahposition and its results from operations. Aiddial information regarding income taxes
is discussed in the “Income Taxes” section below.
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Overview of 2012

The following discussion should be read in conjiorctvith Bancorp’s consolidated financial statensesrtd accompanying notes and other
schedules presented elsewhere in this report.

In 2012, Bancorp completed a year of asset andsitegrowth with net income totaling $25,801,000,imecrease of 9% over 2011, and the
highest level ever achieved by Bancorp. Increasefitability was primarily due to a decline in @mest expense, an increase in non-interest
income and, partially offset by higher non-interegbenses and tax expense. Diluted earnings per &1a2012 increased 8% over 2011 to
$1.85, also exceeding the highest amount recordady prior year.

As is the case with most banks, the primary soafdancorp’s revenue is net interest income and famm various financial services
provided to customers. Net interest income isdifference between interest income earned on laawestment securities and other interest
earning assets less interest expense on deposiir#s@and other interest bearing liabilities. Leafume and the interest rates earned on
those loans are critical to overall profitabiliimilarly deposit volume is crucial to funding I&and rates paid on deposits directly impact
profitability. Business volumes are influenceddwerall economic factors including market intemreges, business spending, consumer
confidence and competitive conditions within therkegplace.

Bancorp’s loan portfolio increased 3% during 20431.6 billion. Record loan production due to irwed calling efforts and loan demand
was largely offset by higher than normal loan p&ydfie to increased competition from banks andlvek financial firms. Increased loan
volume contributed to higher interest income in2ddut the increase resulting from volume was plytoffset by declining interest rates on
loans and investments over the past year. As dtregerest income for 2012 increased $862,000 @@41. Despite significant deposit
growth, interest expense declined due to lowerifumdosts on deposits and borrowings. While rpted on liabilities decreased, rates on
earning assets decreased slightly more, resultisgdecreased net interest spread and net inteaggtn compared to 2011. Net interest
margin in 2012 reflected a higher amount of prepanytfees associated with a surge in loan refingnaativity. Adjusting for these sources
of additional income, Bancorp’s more normalizedare net interest margin has trended downward tirout 2012, declining to 3.88% for
2012 from 4.01% for 2011. (See “Non-GAAP Finanditdasures” on page 39 for reconcilement of non-GAwdasures to US GAAP
measures.)

Total non-interest income in 2012 increased $5IBanicompared to 2011. Income from investment nggmaent and trust services, which
constitutes an average of 40% of non-interest irggantreased 3% for 2012 due to higher asset valug@&n expanding client base. The
magnitude of its investment management and trwstge distinguishes Bancorp from other similarizedicommunity banks. Trust assets
under management rose to $1.96 billion at Decer®beP012, compared to $1.74 billion at December2811. While fees are based on
market values, they typically do not fluctuate dihg with the overall stock market. Accounts ugpabntain fixed income and equity asset
classes, which generally react inversely to eablrotNonrecurring fees such as estate, finantaalning, insurance, and some retirement
are not affected by the fluctuations in the marfagtins on sales of mortgage loans increased $2idmior 103.6%, in 2012 compared to
2011, as customers took advantage of historicallyrates to refinance as well as purchase homeaddition, Bancorp experienced incre:
in brokerage income, bankcard transaction income had income from Bancorp’s investment in a doiogstvate investment fund, which it
liquidated in 2012, compared to a loss in 2011.

Higher non-interest expenses for 2012 resulted frareases in salaries and benefits, occupancg,matessing expenses and other
expenses, partially offset by decreases in lossdsreclosed assets and FDIC insurance expensecoBas efficiency ratio for 2012 of
57.4% increased slightly from 56.5% in 2011.

Also affecting 2012 results, Bancorp’s provision lfzan losses decreased to $11,500,000 compa&i2t600,000 for 2011, in response to
Bancorp’s assessment of inherent risk in the laatfgdio. The provision for loan losses is caldethafter considering credit quality factors,
and ultimately relies on an overall internal analyd the risk in the loan portfolio. The provisioesults from an allowance methodology that
is driven by risk ratings which reflects the impantrisk ratings resulting from the ongoing
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economic stress on borrowers witnessed from 20@&i¢i 2012. Bancorp’s allowance for loan losses 2:81% of total loans at
December 31, 2012, compared with 1.93% of totaidaat December 31, 2011.

Bancorp’s effective tax rate increased to 27.2%0h2 from 25.8% in 2011. The lower effective taterin 2011 was primarily due to a one-
time adjustment of approximately $700,000 to Baptodeferred tax assets relating to tax-advantagezstments that Bancorp has made in
its primary market area over the years.

Tangible common equity (TCE), a non-GAAP measw®, ineasure of a company’s capital which is usefelaluating the quality and
adequacy of capital. Itis calculated by subtragthe value of intangible assets and any prefergeity from the book value of Bancorp.

A summary of Bancorp’s TCE ratios at December ®81,2and 2011 is shown in the following table.

(in thousands, except per share datz December 31, 201, December 31, 201
Total equity $ 205,07 $ 187,68t
Less goodwill (682) (682)
Tangible common equit 204,39: 187,00«
Total asset 2,148,26: 2,053,09
Less goodwill (682) (682)
Total tangible asse 2,147,58! 2,052,41!
Tangible common equity rat 9.52% 9.11%
Number of outstanding shar 13,91! 13,81¢
Tangible common equity per she $ 14.6¢ $ 13.5¢

See “Non-GAAP Financial Measures” on page 39 fooneilement of TCE to US GAAP measures.

In December 2012, Bancorp announced it had entete@n agreement to merge with The Bancorp, ferent company of THE BANK —
Oldham County, Inc., with assets of approximatd@&million. As a result, of the transaction, TBENK — Oldham County will merge

into Stock Yards Bank and Trust and The Bancorg, Will no longer exist. Each share of The Ban¢témp. common stock will be converted
to $185.81 in cash and 12.7557 shares of S.Y. Baremmmon stock, subject to certain adjustmentse Merger is subject to regulatory
approvals and the approval of shareholders of TdrcBrp, Inc., and is expected to close early irsdeond quarter of 2013. It is expected to
be slightly accretive to earnings per share for@kcluding transaction costs, and more so themeaf

Challenges for 2013 will include managing crediality, achieving continued loan growth, and manggntreasing regulatory requirements.

e Bancorp expects net interest margin to compre2813, compared to the level achieved in 2012, t&s i@e expected to be largely
unchanged through the fourth quarter of 2013. Lar@payment and prevailing lower rates will likegsult in a lower net interest margin
for 2013. Increased deposit and loan rate conqetitould negatively impact this expectation, asld@ decrease in longer term interest
rates. Management expects margin compressiomtince in 2013, with net interest margin declinuqgto 30 basis points from 2012,

 The Federal Reserve Board lowered its key shart tate in 2008 to unprecedentedly low levels, atds have remained low through
2012. Indications are that the Federal Reservdikaly keep short term rates low through late 20Approximately 40% of the Bank’s
loans are indexed to the prime interest rate apdaeimmediately with Federal Reserve rate changewever, approximately 61% of
variable rate loans have reached their contraéivad of 4% or higher, meaning they will not repgic

16




Table of Contents

immediately when the prime rate increases. Depati#t generally do not reprice as quickly as loaDsce rates begin to rise, Bancorp’s
net interest margin likely will be negatively affed until the increase in the prime rate exceedsasis points from today’s levels.

e Bancorp’s goals for 2013 include net loan growth pace exceeding that of 2012. This will be imgddty competition, prevailing
economic conditions, and the impact of prepaymigntise loan portfolio. Bancorp believes therensopportunity for growth, and
Bancorp’s ability to deliver attractive growth owtée long-term is linked to Bancorp’s success ichaaarket.

e« Management continues to be concerned that a caatiaconomic recession will cause a higher leveloof-performing loans and
potentially lower loan demand, both of which wounkhatively impact net income. The extended dumatfcthe economic downturn
continues to weaken already stressed borrowergselbonditions will likely have an ongoing effentaertain borrowers until overall
business and real estate conditions improve.

*  Bancorp expects a decrease in non-interest incom0fL3 in gains on sales of mortgage loans helddl®, as Bancorp does not expect
the volume of refinance activity to continue at flaee experienced in 2012. Bancorp has experiemtager volume of loans to
purchase homes, a sign of improving housing markétsh should partially offset effects of decrehsefinance activity. Bancorp
expects year-over-year increases in non-intergetrese including personnel and data processing egpen

e Bancorp anticipates higher non-interest expensesett the ongoing and increasing burden of additicegulatory requirements.

e Bancorp expects the merger with The Bancorp, mbetfinalized early in the second quarter of 20%arious operating systems must
be converted, in most cases, to Bancorp’s exisgtpegating systems. These systems conversions eeggignificant amount of planning,
coordination and effort of internal resources arititparty vendors, all of which are expected ®uikin increased non-interest expenses
in 2013.

The following sections provide more details on satg presented in this overview.
Results of Operations

Net income was $25,801,000 or $1.85 per sharedited basis for 2012 compared to $23,604,00010r Bper share for 2011 a
$22,953,000 or $1.67 per share for 2010. Net irc®@n2012 was positively impacted by:

. A $5.2 million or 16% increase in non-interest inen
. A $3.2 million or 5% increase in net interest inaam
* A $1.1 million or 9% decrease in provision for l[dasses.

Net income for 2012 was negatively impacted
* A $5.9 million or 10% increase in non-interest enges.
* A $1.4 million or 18% increase in income tax expens

The following paragraphs provide a more detailealysis of the significant factors affecting opemngtresults.
Net Interest Income

Net interest income, the most significant comporméiBancor|'s earnings, represents total interest incomettass interest expense. Net
interest spread is the difference between the tevexfuivalent rate earned on average interestrgpassets and the rate expensed on average
interest bearing liabilities. Net interest marggpresents net interest income on a taxable equit/bhsis as a percentage of average earning
assets. Net interest margin is affected by baghnterest rate spread and the level of non-intérearing sources of funds. The level of net
interest income is determined by the mix and volwhiaterest earning assets, interest bearing diesparsd interest bearing liabilities and by
changes in interest rates. The discussion thaivislis based on tax-equivalent interest data.
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Comparative information regarding net interest medollows:

2012/2011 2011/201¢

(Dollars in thousands) 2012 2011 2010 Change Change

Net interest income, t-equivalent basi $ 75,651 $ 72,26: $ 68,26 4.7% 5.2%
Net interest sprea 3.7% 3.7% 3.7% (5)bp 5bp
Net interest margi 3.94% 3.9% 3.9%% (5)bp Obp
Average earning asse $ 1,922,143 $ 1,809,04 $ 1,712,17 6.2% 5.7%
Five year Treasury bond rate at year 0.7%% 0.82% 2.02% (1C)bp (119bp
Average five year Treasury bond ri 0.75% 1.5(% 1.91% (75)bp (4)bp
Prime rate at year er 3.25% 3.25% 3.25% Obp Obp
Average prime rat 3.25% 3.25% 3.25% Obp Obp

bp = basis point = 1/100th of a percent

All references above to net interest margin coasitf apply a methodology for calculating net ie&rmargin and net interest spread to
exclude participation loans sold from the calcwolasi. Such loans remain on Bancorp’s balance siseetquired by generally accepted
accounting principles because Bancorp retains some of effective control; however, Bancorp recavm interest income on the sold
portion of these loans. Under this methodologgséhparticipation loans sold are excluded in theutation of margins, which, in Bancorp’s
view, provides a more accurate determination optrdormance of its loan portfolio.

Prime rate and the five year Treasury bond raténaieded above to provide a general indicatiothefinterest rate environment in which the
Bank operated. Approximately $606 million, or 3836the Bank’s loans are variable rate; most of¢hieans are indexed to the prime rate
and may reprice as that rate changes. Howeverpxippately $371 million, or 61% of variable ratafts, have reached their contractual fl
of 4% or higher. Approximately $88 million or 158bvariable rate loans have contractual floors wel®. The remaining $147 million or
24% of variable rate loans have no contractuakfldbe Bank intends to establish floors whenevessfide upon renewal of the loans. The
Bank’s variable rate loans are primarily comprisédommercial lines of credit and real estate loafssinception, most of the Bank’s fixed
rate loans are priced in relation to the five yBarasury bond.

Average loan balances increased $39 million or 2r62012; however, the declining interest rate vinent drove average loan yields lo

by 10 basis points. Bancorp grew average intd&reasting deposits $46 million or 3.6%. Averageri@sé costs on interest bearing deposits
decreased 25 basis points, again reflecting thinitegs interest rate market and a more favorable ofideposits. Average Federal Home L
Bank (“FHLB") advances decreased by $300,000 d¥)with average rates increasing by 167 basis poilnt the fourth quarter of 2012,
Bancorp prepaid $30 million of fixed rate advanéesurring $1.06 million in prepayment penaltiediigh were recorded as interest expense.
Rate changes, combined with volume changes on kxaghsleposits, resulted in higher net interestrmedout a lower net interest margin for
2012 compared to 2011.

Management anticipates a stable prime rate for 201®ie deposit maturities of approximately $83limil, or 22% of total time deposits, in
the first two quarters could spark slight improveinia interest expense. However, this will be effsy declining overall rates in the loan
portfolio as persistent low prevailing rates arpeoted to continue to erode the overall yield @antoand investments. The margin could be
further affected negatively if competition causasréases in deposit rates or a greater than expdetdine in loan pricing in Bancorp’s
markets.
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Net interest margin in 2012 reflected a higher amad prepayment fees associated with a surgeain tefinancing activity. Adjusting fc
these sources of additional income, Bancorp’s morenalized or core net interest margin has tremttednward throughout 2012, declining
to 3.88% for 2012 from 4.01% for 2011. (See “NonAFAFinancial Measures” on page 39 for reconcilenoémion-GAAP measures to US
GAAP measures.) The core net margin for the y8ae2leclined 13 basis points to 3.88% from 4.01f4He year 2011. Management
believes these core margins better reveal theasirg pressure of a low interest rate environmedtaahighly competitive loan market, and it
expects margin compression to continue in 2013) nétt interest margin declining up to 30 basis sdirom 2012.

Asset/Liability Management and Interest Rate Risk

Managing interest rate risk is fundamental forfthancial services industry. The primary objectdfanterest rate risk management is to
neutralize effects of interest rate changes orinoeime. By considering both on and off-balance sfieancial instruments, management
evaluates interest rate sensitivity while attengptimoptimize net interest income within the coaistis of prudent capital adequacy, liquidity
needs, market opportunities and customer requiresnen

Interest Rate Simulation Sensitivity Analysis

Bancorp uses an earnings simulation model to etgiarad evaluate the impact of an immediate chamg#erest rates on earnings in a one
year forecast. The simulation model is designesfiect the dynamics of interest earning assetsreést bearing liabilities and ¢balance
sheet financial instruments. By estimating theaff@f interest rate increases and decreases,dtielrman reveal approximate interest rate
risk exposure. The simulation model is used by ganmeent to gauge approximate results given a spatifinge in interest rates at a given
point in time. The model is therefore a tool tdigate earnings trends in given interest rate se@hand does not indicate actual expected
results.

The December 31, 2012 simulation analysis, whidwshvery little interest rate sensitivity, indicatiat an increase in interest rates of 1(
200 basis points would have a negative effect ointerest income, and a decrease of 100 basisspiointerest rates would also have a
slightly negative effect on net interest incoméne3e estimates are summarized below.

Net interest

income %

change
Increase 200 b (1.47)
Increase 100 b (1.99
Decrease 100 kt (1.229)
Decrease 200 t N/A

Loans indexed to the prime rate, with floors of déhigher, comprise approximately 29% of total lma®ince the prime rate is currently
3.25%, rates would have to increase more than tefgre the rates on such loans will rise. Thisatf captured in the simulation analysis
above, negatively impacts the effect of rising sate

The scenario of rates decreasing 200 bp is nobnaddy possible given current low rates for shertvt instruments and most deposits.

Undesignated derivative instruments described ite[0 to Bancorp’s consolidated financial statemané recognized on the consolidated
balance sheet at fair value, with changes in falue, due to changes in prevailing interest raterded in other non-interest income.
Because of matching terms of offsetting contrantaddition to collateral provisions which mitigatee impact of non-performance risk,
changes in fair value subsequent to initial recigmihave a minimal effect on earnings, and areefloee not included in the simulation
analysis results above.
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The following table presents the increases inmetrést income due to changes in rate and volunmpeted on a tax-equivalent basis and
indicates how net interest income in 2012 and 2044 impacted by volume increases and the lowemlageenterest rate environment. The
tax-equivalent adjustments are based on a 35%dk@errate. The change in interest due to bothaatl volume has been allocated to the
change due to rate and the change due to volummportion to the relationship of the absolute @odmounts of the change in each.

Taxable Equivalent Rate/Volume Analysis

2012/2011 2011/201¢
Increase (decrease Increase (decrease
due to due to

(In thousands) Net change Rate Volume Net change Rate Volume
Interest income
Loans $ 58¢ $ (1,499 $ 2,08 $ (69 $ (3,049 $ 2,97¢
Federal funds sol 65 — 65 117 36 81
Mortgage loans held for sa 112 (32 14t (10¢) (39 (74)
Securities

Taxable 482 (841 1,32¢ (100 (84) (1€)

Tax-exempt (212) (204) (8) 19¢ (42¢) 62€
Total interest income 1,03t (2,577 3,60¢ 38 (3,559 3,59¢
Interest expense
Deposits
Interest bearing demand depo: (86) (155 69 11¢€ 51 67
Savings deposil (48) (60) 12 (54) (65) 11
Money market deposi (8049) (987) 18z (649) (1,017 362
Time deposit: (2,007) (1,457 (5449) (2,480 (1,745 (73%)
Securities sold under agreements to

repurchasi (73 (66) (7 (79 (105) 26
Federal funds purchased and other st

term borrowings @) 3 4) @) 4 3
Federal Home Loan Bank advan: 1,001 1,00¢ (8 (80€) (545) (261)
Long-term debt (33¢) 53€ (874) (3) 3 —
Total interest expense (2,35€) (1,189 (1,179 (3,960) (3,427) (537)
Net interest income $ 3,391 $ (1,389 $ 477¢ $ 3,99¢ $ (131) $ 4,12¢
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Bancorp’s tax equivalent net interest income inseeigdb3.4 million for the year ended December 3122tbmpared to the same period of
2011 while 2011 increased $4.0 million compared@d®0. Net interest income for 2012 compared tal20as positively impacted by an
increase in loan and securities volume and a dser@adeposit rates, a more favorable mix of dépoand the volume of interest-bearing
liabilities. In the fourth quarter of 2012, Banpgrepaid $30 million of fixed rate advances, imog $1.06 million in prepayment penalties,
which were recorded as interest expense. Netsit@ncome was negatively impacted by a declirtbéraverage rate earned on assets. Loan
volume increases boosted net interest income Hy$d2lion and declining rates on deposits, partciyl time deposits, contributed $2.7

million to the increase of net interest incomertiBHly offsetting the increases, declining ratesl@ans and securities negatively impacted net
interest income by $2.6 million.

For the year 2011 compared to 2010, loan intenesinne was virtually unchanged. This was the fetebf a $3.0 million increase
attributable to loan growth, offset by a $3.0 miflidecrease attributed to lower rates on loansvekoates on deposits and other borrowing
resulted in a decreased interest expense of $3idmmand lower volumes of liabilities resulteddecreased interest expense of $0.5 million.

Provision for Loan Losses
In determining the provision for loan losses, mamagnt considers many factors. Among these areuhlktyjand underlying collateral of the

loan portfolio, previous loss experience, the siad composition of the loan portfolio and an assess of the impact of current economic
conditions on borrowers’ ability to pay. The prowisfor loan losses and resulting ratios is sumpeatibelow:

(Dollars in thousands) 2012 2011 2010
Provision for loan losse $ 11,50 $ 12,60 $ 11,46¢
Allowance to loans at year el 2.01% 1.92% 1.6%
Allowance to average loans for ye 2.04% 1.94% 1.74%

The provision for loan losses is determined by Bap's assessment of inherent risk in the loan pbotf The provision for loan losses is
calculated after considering credit quality fact@isd ultimately relies on an overall internal gsa of the risk in the loan portfolio. The
provision reflects an allowance methodology thairigen by risk ratings. Overall, management halgethat the pace of loan downgrades
continues to slow and an increasing number of laae$eing upgraded. Bancorp intends to contiritteitg historically conservative stance
toward credit quality, remaining cautious in assegthe potential risk in the loan portfolio.

Non-performing loans increased from $23.3 million aasrend 2011 to $30.0 million at December 31, 2@tityarily due to an increase in
loans classified as troubled debt restructurindg3X3). The ratio of non-performing loans to totans was 1.90% at December 31, 2012, up
from 1.51% at December 31, 2011. TDRs, which areently accruing interest, increased from $3.4iamlat December 31, 2011 to $11.0
million at December 31, 2012, as Bancorp electadadify terms for a limited number of borrowersgpviding reasonable concessions,
rather than initiate collection and foreclosureet Bharge-offs totaled 0.60% of average loans at-gad 2012, up from 0.55% at year-end
2011. Problem loan resolution will continue toebehallenge going forward as the overall level@f-performing loans remains at a
historically high level after peaking in the secapdarter of 2012, but still compares favorably usrpeers. See “Financial Condition-Non-
performing Loans and Assets” for further discussibnon-performing loans. See “Financial Condit®mmmary of Loan Loss Experience”
for further discussion of loans charged off durihg year.

The Bank’s loan portfolio is diversified with naysificant concentrations of credit. Geographicathgst loans are extended to borrowers in
the metropolitan areas of Louisville, Indianapalisl Cincinnati. The adequacy of the allowanceasitored on an ongoing basis and it is
opinion of management that the balance of the @fm& for loan losses at December 31, 2012 is atetpuabsorb probable losses inhere
the loan portfolio as of the financial statemerted&ee “Financial Condition-Allowance for Loan kes” for more information on the
allowance for loan losses.
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Non-Interest Income and Non-Interest Expenses

The following table provides a comparison of thenponents of non-interest income for 2012, 2011206%D. The table shows the dollar and
percentage change from 2011 to 2012 and from 202011. Below the table is a discussion of sigaiftcchanges and trends.

2012/2011 2011/201¢

(Dollars in thousands) 2012 2011 2010 Change % Change %
Investment management and

trust service: $ 1427¢ $ 1384 $ 13,26( $ 437 3.2% $ 581 4.0%
Service charges on deposit

acccount: 8,51¢ 8,34¢ 8,60( 16¢ 2.C (252) (2.9
Bankcard transaction reven 3,98t 3,72 3,318 263 7.1 40¢ 12.:
Gain on sales of mortgage loans

held for sale 4,321 2,122 2,321 2,19¢ 103.¢ (299 (8.6)
Gain (loss) on sales of securiti

available for sals — — 15¢ — — (159 (200.0
Brokerage commissions and fe 2,59: 2,21¢ 2,13¢ 374 16.¢ 83 3.¢
Bank owned life insurance

income 1,00€ 1,01¢ 99t (13 1.3 24 2.4
Other 3,75¢ 1,97: 2,95¢ 1,78¢ 90.t (982) (33.2)

$ 38457 $ 3324« $ 33,73¢ % 5,21% 15.7% $ (495) (1.55%

Total non-interest income increased 15.7% for #a&rynded December 31, 2012 compared to 2011 aftpest component of non-interest
income is investment management and trust reveékloag with the effects of improving investment mearkonditions in 2011 and 2012, this
area of the Bank continued to grow through attosctif new business and retention of existing bussindrust assets under management
totaled $1.96 billion at December 31, 2012, compaoe$1.74 billion at December 31, 2011. Most recgrfees earned for managing
accounts are based on a percentage of market @alaemonthly basis. Some revenues of the investmanagement and trust department,
most notably executor, insurance, and some emplogeefit plan-related fees, are non-recurring iturgaand the timing of these revenues
corresponds with the related administrative adéisit Recurring fees, which generally make up &8 of the investment management and
trust revenue, increased 5% for 2012, compare@®1d.2 This was partially offset by a decrease in-rexurring fees for 2012 compared to
2011. For 2012, 2011 and 2010 executor fees tosgpdoximately $106,000, $362,000 and $668,00peas/ely.

Service charges on deposit accounts increasedI®8r 2.0%, for the year ended December 31, 20trfbared to the same period a year
ago. Service charge income is driven by transaataume, which can fluctuate throughout the year.

Bankcard transaction revenue increased $263,000L&6 in 2012 compared to 2011 and primarily repressenicome the Bank derives from
customers’ use of debit cards. Results in 2012paoed favorably to 2011 as bankcard transactionrmelcontinued to increase. Most of this
revenue is interchange income based on rates s&riigce providers in a competitive market. Begigrin October 2011, this rate was set by
the Federal Reserve Board for banks with over $ili6rbin assets. While this threshold indicateanBorp will not be directly affected, it
appears this change will affect Bancorp as vendragitate to lower cost interchanges. While theeeraany uncertainties about its effect or
ultimately when these changes may take place, tdugliFrank legislation will negatively affect thisusce of income.

The Bank’s mortgage banking department originagsilential mortgage loans to be sold in the seayndarket. Interest rates on the loans
sold are locked with the borrower and investor pidoclosing the loans,
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thus Bancorp bears no interest rate risk relateldese loans. The department offers conventidfaland FHA financing, for purchases and
refinances, as well as programs for first time hdoagers. Gains on sales of mortgage loans incte®24.99,000, or 103.6%, in 2012
compared to 2011 as a result of increased volumeeliss a higher average gains per loan solderdst rates on mortgage loans directly
impact the volume of business transacted by thégage banking division. Customers took advantddustorically low rates in 2012 to
refinance as well as purchase homes.

Bancorp had no gains on securities available fleriga2012 or 2011. In 2010, for tax planning msags, Bancorp sold securities with a cost
of $26,905,000, resulting in gains totaling $159,00

Brokerage commissions and fees earned consist piyrofstock, bond and mutual fund sales as welaap fees on accounts. Wrap fee!
charges for investment programs that bundle togetisaite of services, such as brokerage, advisesgarch, and management, and based ol
a percentage of assets. Total securities brokdesgencreased $374,000 or 16.9% for 2012 compartte 2011, corresponding to higher
overall brokerage volume. Bancorp deploys its bBrelprimarily through its branch network, whilegar managed accounts are serviced in
the investment management and trust department.

Income related to bank-owned life insurance (“BQIlwas $1,006,000 in 2012 compared to $1,019,00Q0¢4. BOLI represents the cash
surrender value for life insurance policies onaierkey employees who have provided consent foBtrik to be the beneficiary of a portion
of such policies. Any proceeds received undeptiicies and the related change in cash surreralae\are recorded as non-interest income.
This income helps offset the cost of employee hinef

Other non-interest income increased $1,785,0000d%, during 2012 compared to 2011 largely duerelative increase of $1,041,000 in
income from the domestic private investment fumdirerease of $523,000 in various fees relatedddgage lending, and a variety of other
factors, none of which were individually signifi¢ariThe value of Bancorp’s investment in the domegstivate investment fund increased by
$637,000 in 2012, compared to a decrease of $40470B011. Management liquidated its investmerthia fund effective March 31, 2012.

The following table provides a comparison of thenponents of non-interest expenses for 2012, 20d2amh0. The table shows the dollar
and percentage change from 2011 to 2012 and frdd 02011. Below the table is a discussion ofifiant changes and trends.

2012/2011 2011/201C

(Dollars in thousands) 2012 2011 2010 Change % Change %
Salaries and employee

benefits $ 3796( $ 33,12¢f $ 3348 $ 4,83t 14.€% $ (360) (1.)%
Net occupancy expen: 5,651 5,192 4,93¢ 45¢ 8.8 25¢ 5.2
Data processing expen 5,27¢ 5,01¢ 4,83¢ 264 5.8 18C 3.7
Furniture and equipment

expense 1,30¢ 1,29¢ 1,272 7 0.t 27 2.1
FDIC insurance 1,49¢ 1,65¢ 2,03¢ (161) (9.7 (383) (18.¢)
Losses (gains) on other real

estate owne 1,41(C 1,71¢ (11) (30€) (17.¢) 1,725 *
Other 12,37: 11,58( 10,57¢ 793 6.8 1,001 9.E

$ 6547 $ 5958 $ 57,130 $ 5,891 9.5% $ 2,45( 4.2%

* Ratio exceeds 100%

Salaries and benefits are the largest componemrsinterest expenses and increased $4,835,000 or 4162012 compared to 2011, larg
due to increased staffing levels including seniaffsvith higher per capita salaries in wealth ngaraent, lending and loan administration
functions and a higher performance-
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based bonus accrual. These additions support lyriovall market areas. Also, normal increaseslarges, pension, and stock-based
compensation expense, partially offset by a modeatatrease in health insurance costs, contribatdtbtincrease. At December 31, 2012,
the Bank had 495 full-time equivalent employees parad to 480 at the same date in 2011 and 47%f0.2

Net occupancy expense increased $459,000 or 8@% 3011 to 2012, largely due to increases in ptggaxes and depreciation expe!
attributable to market expansion and support ofmersit The Bank opened one new branch locatio®i? 2after opening no new locations in
2011, and two new locations in 2010. At DecemBer2®12 the Bank had 31 banking center locatiodsiding the main office. In the first
quarter of 2013, Bancorp announced plans to clasdaased branch location in the Louisville MSAhisTbranch will continue to operate &
full service branch until its closing in the secandrter of 2013.

Data processing expense increased $264,000 orl&rg#y due to increased computer equipment degieniand maintenance costs related
to investments in new technology needed to impthegpace of delivery channels and internal resaur@éis increase is net of a one-time
$208,000 refund received from one vendor who presvidata processing services for Bancorp.

Furniture and equipment expense increased $7,0005%6 in 2012, as compared to 2011, due to a yaoidiactors, none of which is
individually significant. Costs of capital assdtlé@ions flow through the statement of income aber lives of the assets in the form of
depreciation expense.

FDIC insurance expense decreased $161,000, orfai7te year ended December 31, 2012, as compauithe tsame period in 2011. The
decrease is due to a change in the base on whadmstessment is calculated and lower assessmenadapted by the FDIC in the second
quarter of 2011. The assessment is calculate@djodted quarterly by the FDIC.

Losses on other real estate owned (OREO) totalgdl®;000 for the year ended December 31, 2012, amdgo $1,716,000 for the same

period in 2011. In 2012 and 2011, Bancorp recokdetd-downs on previously foreclosed propertiearibg 2012, Bancorp took additional
chargedowns on certain other real estate owned (ORE@rget a shorter timeframe for the opportunistapdsition of these properties, tt
helping limit Bancorp’s exposure to market risk,igthmay occur if the dispositions occur over a lengeriod of time.

Other non-interest expenses increased $793,0@8% for the year ended December 31, 2012 comparte same period of 2011. The
increases included a $566,000 increase in profeskiees, $302,000 of OREO maintenance costs, &48,800 increase in mail and
telecommunications costs. Also included in thiggary are amortization expenses related to moetgagvicing rights (MSRs). Mortgage
volume increased the amount of MSRs during 201s3jltieg in a corresponding increase of MSR amadtitpaof $93,000 in 2012 compared
to 2011. Somewhat offsetting the increases in 20dr2 decreases of $216,000 in donations, a $19216€rease in losses related to
disposition of fixed assets, and decreases iniatyasf factors including advertising, printing alegjal fees, none of which is individually
significant.

Income Taxes

A three year comparison of income tax expense #adtive tax rate follows:

(Dollars in thousands) 2012 2011 2010
Income tax expens $ 9,63¢ $ 8,191 §% 9,06t
Effective tax rate 27.2% 25.8% 28.2%

The decrease in the income tax expense and thetieéf¢ax rate primarily reflected a 2011 adjusttn@rapproximately $700,000 to
Bancorp’s deferred tax assets relating to tax-atdggat investments that the Bancorp has made fmiitsary market area over the years. For
more information regarding income taxes and thectiffe tax rate see Note 7 to Bancorp’s consoldlitencial statements.
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Financial Condition
Earning Assets and Interest Bearing Liabilities

Summary information with regard to Bancorp’s finecondition follows:

2012/2011 2011/201C
(Dollars in thousands) 2012 2011 2010 Change % Change %
Average earning asst $ 1,922,13 $ 1,809,04. $ 1,712,127 $ 113,09: 6.3% $ 96,87( 5.7%
Average interest
bearing liabilities 1,488,93' 1,456,86! 1,408,59. 32,07: 2.2 48,27: 3.4
Average total asse 2,070,96 1,959,60! 1,847,45 111,35¢ 5.7 112,15 6.1
Total year end assets 2,148,26. 2,053,009 1,902,94! 95,16¢ 4.€% 150,15. 7.5%

Bancorp has experienced modest growth in earnisgtaever the last several years primarily in tlea @f loans. From 2011 to 2012, ave
loans increased 2.6%, or $39.3 million, compare8. 886 or $54.7 million from 2010 to 2011. Despiteord loan production due to
increased calling efforts and loan demand, net gpamth was stunted in 2012. This was a resuitigier than normal loan payoffs due to
increased competition from banks and non-bank Girzrfirms. Average securities available for salereased $47.5 million, or 22.2% from
2011 to 2012, compared to $14.5 million, or 7.3&#fr2011 to 2012.

Average total interest bearing accounts increasg® &nd non-interest bearing accounts increasé¥@mh 2012. The increase in average
interest bearing liabilities from 2011 to 2012 oced primarily in money market and demand depastslients have excess cash and few
investment alternatives in the current environmdrime deposits decreased 8.5% or $35.7 milliod0h2, as Bancorp intentionally did not
renew higher cost deposits and customers migrabed time deposits to demand deposits due to logsrd&ancorp continued to utilize fixed
rate advances from the FHLB during 2012 as theypaoed favorably to similar term time deposits. &ap had an average of $60.1 million
in outstanding FHLB advances in 2012 compared @46nillion and $69.2 million in 2011 and 2010, pestively. In the fourth quarter of
2012, Bancorp prepaid $30 million of fixed rate adees, resulting in $1.1 million in prepayment peées, but results in savings of
approximately $2.1 million in interest expense oer next six years.

Bancorp’s correspondent banking department offeldilng company loans and lines of credit, depasitises, international services,
investment management and trust services, and séineices to community banks across Kentucky anthson Indiana. At December 31,
2012 and 2011, federal funds purchased from cooretgnt banks totaled $16.6 million and $17.3 milliespectively.
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Average Balances and Interest Rates — Taxable Equlent Basis

Year 2012 Year 2011 Year 2010
Average Average Average Average Average Average
(Dollars in thousands) balances Interest rate balances Interest rate balances Interest rate
Earning assel
Federal funds sol $ 108,82( $ 32C 0.2¢%$ 86,60( $ 25& 0.2¢%$ 57,43 $ 13¢ 0.2%
Mortgage loans held foi
sale 9,191 344 3.7%% 5,39¢ 231 4.28% 7,06¢ 33¢ 4.8(%
Securities
Taxable 210,94¢ 5,41¢ 2.51% 163,23( 4,95¢ 3.05% 163,94! 5,057 3.08%
Tax-exempt 50,43( 1,691 3.35% 50,64« 1,90z 3.7¢% 35,43¢ 1,70¢ 4.81%
FHLB stock and other
securities 6,117 23¢ 3.8% 5,90( 22C 3.7% 5,715 217 3.8(%
Loans, net of unearned
income 1,536,621  80,59: 5.24% 1,497,27'  80,00¢ 5306 1,442,557  80,07¢ 5.55%
Total earning asse 1,922,13. 88,60« 4.61% 1,809,04. 87,56¢ 480 1,712,17. 87,53: 5.11%
Less allowance for loan
losses 31,89( 27,95( 23,08t
1,890,24. 1,781,009 1,689,08:
Non-earning asse!
Cash and due from ban 31,69: 27,24( 26,99(
Premises and equipme 37,63« 34,58¢ 29,34¢
Accrued interest
receivable and other
assett 111,39« 116,68 102,02!
Total asset $ 2,070,96 $ 1,959,60! $ 1,847,45;
Year 2012 Year 2011 Year 2010
Average Average Average Average Average Average
(Dollars in thousands) balances Interest rate balances Interest rate balances Interest rate
Interest bearing liabilitie
Deposits
Interest bearing
demand deposii $ 317,01 $ 514 0.1€%$ 281,56t $ 60C 0.21%$ 248,62t 482 0.1%
Savings deposil 78,64( 61 0.0&% 70,29( 10¢ 0.1€% 65,37¢ 162 0.25%
Money market
deposits 539,39! 1,791 0.3%% 501,79: 2,601 0.52% 447,31¢ 3,25( 0.7%%
Time deposit: 383,00t 4,79¢ 1.25% 418,75( 6,79¢ 1.62% 457,27" 9,27¢ 2.02%
Securities sold under
agreements to
repurchasi 59,86: 18C 0.3(% 61,59 252 0.41% 56,91¢ 33z 0.5¢%
Federal funds purchased
and other short-term
borrowings 19,43 31 0.1€6% 21,531 38 0.1&% 23,01¢ 45 0.2(%
FHLB advance: 60,11 2,461 4.0% 60,43¢ 1,46( 2.42% 69,15¢ 2,26¢€ 3.28%
Long-term debt 31,47¢ 3,11 9.8%% 40,90( 3,451 8.4/% 40,90: 3,45¢ 8.44%
Total interest
bearing liabilities 1,488,93 12,95 0.87% 1,456,86! 15,30" 1.05% 1,408,59: 19,26 1.3%
Nonr-interest bearing
liabilities
Nonr-interest bearing
demand deposit 341,53: 277,31 235,64
Accrued interest payable
and other liabilities 42,94 45,79t 39,64
Total liabilities 1,873,411 1,779,97 1,683,88!



Stockholdersequity 197,55: 179,63t 163,57.

Total liabilities and
stockholders’

equity $ 2,070,96 $ 1,959,60! $ 1,847,45;
Net interest income $ 75,65! $ 72,26: $ 68,26¢
Net interest spread 3.7/% 3.7% 3.7/%
Net interest margin 3.94% 3.9% 3.9%
Notes:

* Yields on municipal securities have been computed @ully tax-equivalent basis using the federabime tax rate of 35%.

*  The approximate tax-equivalent adjustments to @steincome were $1,703,000, $1,530,000 and $1,885q the years ended
December 31, 2012, 2011 and 2010, respectively.

*  Average balances for loans include the princip#iee of non-accrual loans and exclude participat@ans accounted for as secured
borrowings.

» Loan interest income includes loan fees and is edetbon a fully tax-equivalent basis using the fatimcome tax rate of 35%. Loan
fees, net of deferred costs, included in interesbine amounted to $1,916,000, $585,000 and $92%0@W12, 2011 and 2010,
respectively. For 2012, $1,060,000 of the loans fepresent the prepayment penalty on a tax-eauitbhsis of one loan payoff.
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Securities

The primary purpose of the securities portfolitoiprovide another source of interest income, dsagdiquidity management. In managing
the composition of the balance sheet, Bancorp seblkdance between earnings sources and crediigaimity considerations.

Securities intended to be held until maturity aaeried at amortized cost. Securities availablestde include securities that may be sold in
response to changes in interest rates, resultepapment risk and other factors related to intestand prepayment risk changes. Securities
available for sale are carried at fair value witlnaalized gains or losses, net of tax effect, idetlin stockholders’ equity.

The carrying value of securities is summarizedoiss:

December 31

(In thousands) 2012 2011 2010
Securities available for sale
U.S. Treasury and other U.S. government obligat $ 98,000 $ 115,00. $ —
Government sponsored enterprise obligat 85,74¢ 46,18¢ 114,53¢
Mortgage-backed securitie— government agencie 140,88: 120,49! 60,74¢
Obligations of states and political subdivisic 60,79 69,50: 68,78¢
Trust preferred securities of financial institutson 1,01¢ 1,00z 1,25¢
$ 386,44( $ 352,18! $ 245,33.
Securities held to maturity
Mortgage-backed securities — government agencies $ — 8 — $ 20
$ — $ — $ 20

The maturity distribution and weighted averageriedgerates of securities at December 31, 2012asfellows:

After one but within After five but within
Within one year five years ten years After ten years

(Dollars in thousands) Amount Rate Amount Rate Amount Rate Amount Rate
Securities available for

sale
U.S. Treasury and other

U.S. government

obligations $ 98,00( -0.05% $ — — 8 — — $ — —
Government sponsored

enterprise obligation 22,22( 0.5(%  44,25¢ 2.4% 6,31( 3.25%  12,96( 1.4€%
Mortgage-backed securities

— government agencit 227 3.9%% — — 30,87 1.5% 109,78. 2.7%%
Obligations of states and

political subdivisions 9,03( 1.92%  28,48¢ 1.8%  23,27¢ 3.3%% — —
Trust preferred securities of

financial institutions — — — — — — 1,01¢ 8.0(%

$ 129,47 0.21% $ 72,74¢ 2.22% $ 60,45 2.4(% $ 123,76( 2.63%
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The $98 million of U.S. Treasury securities coresisof short-term treasury bills, which maturedanudary 2013, purchased over yead as
means to minimize state taxes. Tax savings excetbaelost principal generated by the negativedyial these securities.

Loan Portfolio

Bancorp’s primary source of income is interestaank. The composition of loans as of the end ofasiefive years follows:

December 31

(In thousands) 2012 2011 2010 2009 2008
Commercial and industrii $ 426,93( $ 393,72¢ $ 343,95t $ 336,88¢ $ 348,17-
Construction and developme 131,25! 147,63 159,48 204,65: 167,40:
Real estate mortgag

Commercial investmet 414,08« 399,65! 343,16 326,42: 248,30t

Owner occupied commerci 304,11 297,12: 336,03: 230,00: 249,16

1-4 family residentia 166,28( 154,56! 157,98: 147,34. 160,32:
Home equity- first lien 39,36: 38,63 39,44¢ 41,64+ 22,97:
Home equity - junior lien 65,79( 76,687 91,81: 108,39¢ 122,53!
Subtotal: Real estate mortge 989,63: 966,66 968,44( 853,80t 803,30:
Consumer 36,78( 36,81« 36,541 40,11« 30,75¢

$ 158459 $ 154484 $ 150842 $ 1,43546: $ 1,349,63

Increases in loan categories reflect an overatk@se in the size and composition of the loan plasifas well as the effect of internal
reclassifications of loan types. It was not felestb obtain comparable amounts for reclassificatibprior period presentation.

The increases in the commercial and industrial@mmercial real estate categories are the resalcofhsistent relationship business stra
to serve existing and new clients in Bancorp’s locarkets. The decrease in the construction amdldpment category since 2009 reflects
internal reclassifications of loan types as pro@gehpletions resulted in permanent financing. Bap's focus has not been on housing and
commercial construction lending, sources of inaedazedit risk in the current environment.

Junior lien home equity loans, which comprise 4%hefloan portfolio at December 31, 2012, are gthjcunderwritten with consideration of
the borrower’s overall financial strength as a piynpayment source, with some reliance on the vafilee collateral. The overall level of
home equity junior liens as a percentage of thead\vgortfolio and the level of related outstandocgmmitments have been declining over the
last several years. Bancorp’s underwriting critdras tightened and demand has declined as corspomr to refinance entire debt into first-
lien position loans at historic low rates.

Bancorp occasionally enters into loan participaigreements with other banks to diversify credit.riFor certain participation loans,
Bancorp has retained effective control of the lo&yyically by restricting the participating institons from pledging or selling their share of
the loan without permission from Bancorp. US GA®Ruires the participated portion of these loarsetoecorded as secured borrowings.
These participated loans are included in the coroi@eand industrial and real estate mortgage lotaid above, and a corresponding liability
is recorded in other liabilities. At December 3012 and 2011, the total participated portion ahle of this nature were $7.7 million and
$30.3 million respectively. For one $40
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million loan, Bancorp participated $25 million tther banks, while retaining certain control. Tleign was repaid in 2012, which reduced
loan totals by $40 million, but also eliminated exttiabilities of $25 million representing the paipating amount.

The following tables detail the amounts of commedrand industrial loans, and construction and dgrekent loans at December 31, 2012
which, based on remaining scheduled repaymentsrofipal, are due in the periods indicated. Albown are the commercial and industrial
loans due after one year classified according nsiseity to changes in interest rates.

Maturing
After one but
(In thousands) Within one year within five years After five years Total
Commercial and industrii $ 182,83: $ 185,100 $ 58,98¢ $ 426,93(
Construction and development 81,09: 32,63 17,52¢ 131,25:

Interest Sensitivity
Commercial and industrial loans Fixed rate Variable rate
(In thousands)

Due after one but within five yea $ 114,15 $ 70,95
Due after five year 48,89 10,09:
$ 163,05. $ 81,04¢

Non-performing Loans and Assets

Information summarizing non-performing assets,udaig non-accrual loans follows:

December 31

(Dollars in thousands) 2012 2011 2010 2009 2008
Non-accrual loan: $ 18,36( $ 18,737 $ 14,38¢ $ 10,45 $ 4,45k
Troubled debt restructurir 10,96¢ 3,40z 2,882 753 —
Loans past due 90 days or more and still accruing 71¢ 1,16( 2,044 89: 25k
Non-performing loans 30,04¢ 23,29¢ 19,31« 12,10: 4,71(
Foreclosed real este 7,364 7,778 5,44t 1,55¢ 1,56(
Other foreclosed property — — — 60 96
Non-performing assets $ 37,41 $ 31,07: $ 24,75¢ $ 13,717 $ 6,36¢
Non-performing loans as a percentage of total Ic 1.9(% 1.51% 1.28% 0.8/% 0.35%
Non-performing assets as a percentage of total a 1.78% 1.51% 1.3(% 0.71% 0.3%%
Allowance for loan loss as a percentage of non-

performing loan: 10€% 12€% 132% 165% 327%
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The increase in TDRs from 2011 to 2012 reflectsd®ap's election to work with a limited number ofrbmwers by providing reasonable
concessions, rather than initiate collection anmddimsure. At December 31, 2012, loans accourmtteds TDR included modifications from
original terms due to bankruptcy proceedings, fagess of principal, and modifications of intem@gés and amortization periods due to
customer financial difficulties. Some loans acdedrfor as TDR included temporary suspension afgipal payments, resulting in payment
of interest only. Loans accounted for as TDR, Wwhiave not defaulted, are individually evaluatediigpairment and, at December 31, 2012,
had a total allowance allocation of $295,000, comgdo $1,167,000 at December 31, 2011.

The following table sets forth the major classifieas of non-accrual loans:

(in thousands)

Non-accrual loans by type December 31, 201  December 31, 201
Commercial and industrii $ 155¢ $ 2,66t
Construction and developme 10,86: 2,41¢
Real estate mortga¢- commercial investmet 2,077 5,39
Real estate mortga¢- owner occupied commerci 1,52¢ 4,681
Real estate mortga¢- 1-4 family residentia 2,27¢ 3,34z
Home equity 55 14€
Consumer 4 94
Total $ 18,36( $ 18,73;

The increase in non-accrual loans in the constrncind development classification reflects theat$fen borrowers of continuing economic
pressures and operating difficulties over the paat. The increase in these non-accrual loanbdes confined to a relatively small number
of borrowers within the portfolio. Bancorp has eeworrowers, all in its primary market, who acddion $13,822,000 or approximately 75%
of total non-accrual loans. Each of these loasedzired predominantly by commercial or residen¢gial estate, and management estimates
minimal loss exposure after consideration of ceHait

While Bancorp’s metrics for net charge-offs and+panforming loans remain at relatively low levetsxgpared to the banking industry,
management continues to be concerned that a prdorgession will place additional pressure onitrpaility and result in an increase in
the level of non-performing loans. To the extéwit tBancorp chooses to work with borrowers by mting reasonable concessions, rather
than initiate collection, this could result in atiease in loans accounted for as troubled detstiotsring.

Loans are placed in a non-accrual income status wheeprospects for recovering both principal acect@ed interest are considered doubtful
or when a default of principal or interest has &dgor 90 days or more unless such a loan is seelired and in the process of collection.
Interest income recorded on non-accrual loans W&g,$00, $391,000, and $250,000 for 2012, 20112840, respectively. Interest income
that would have been recorded if nacerual loans were on a current basis in accordaithetheir original terms was $1,167,000, $1,100,
and $1,192,000 for 2012, 2011, and 2010, respéygtive

In addition to the nomperforming loans discussed above, there were lodmish are accruing interest, for which paymentsen@irrent or les
than 90 days past due where borrowers are expergsignificant financial difficulties. These potei problem loans totaled approximately
$38,957,000, $46,148,000, and $50,051,000 at Deeeih 2012, 2011, and 2010, respectively. Themeslcontinue at levels higher than
Bancorp experienced pre-recession due to the oggamianomic stress on borrowers witnessed from 20@8igh 2012. These relationships
are monitored closely for possible future inclusiomon-performing loans. Management believes& ddequately reflected the exposure in
these loans in its determination of the allowarwddan losses.

Non-performing assets as a percentage of total aismeeased 22 basis points from 2011 to 2012. Wbeease in non-performing assets as a
percentage of total assets was largely due to@ease in loans
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classified as troubled debt restructuring, pastiaffset by moderate decreases in non-accrual landgoreclosed real estate. At
December 31, 2012 and December 31, 2011, the ngrwglue of other real estate owned was $7.4 mibiod $7.8 million, respectively. T
recession has resulted in an increase in foredgsun 2012, Bancorp recorded impairment chamgeding $1,479,000, compared to
$1,737,000 in 2011, based on appraisals of thelfiged properties and write-downs intended to fwysBancorp to move these properties
more quickly from the balance sheet. No impairn@atrges were recorded in 2010 for these propeatigsanagement believes these
properties were appropriately recorded at lowerost or market.

Allowance for Loan Losses

An allowance for loan losses has been establighpdotvide for probable losses on loans that mayedully repaid. The allowance for loan
losses is increased by provisions charged to exp@md decreased by charge-offs, net of recovéroess are typically charged off when
management deems them uncollectible and after lymigicollateral has been liquidated; however, dilon efforts continue and future
recoveries may occur. Management charges loana tiowet realizable value if liquidation is inevdta but may take time.

Bancorp’s lending policies and procedures centeramtrolling credit risk and include proceduresdentify and measure this risk. These
procedures begin with lenders assigning a riskgat each of their credits, and this rating isfcored in the loan approval process. Internal
loan review, through a year-round process of examgimdividually significant obligor relationshifzs well as a sample of each lender’s
portfolio, tests the reliability of these risk assments. Additionally, a review of this procesansntegral part of regulatory bank
examinations.

Adversely rated credits are included on a loan Wwést. This list also includes loans requirings#o monitoring due to borrower’s
circumstances. However, these loans have genewatliiseached a level of adversity which would cabhsen to be criticized credits by
regulators. Loans are added to the watch list vdiremumstances are detected which might affecbtireower’s ability to comply with terms
of the loan. This could include any of the follogin

»  Delinquency of a scheduled loan payment,

e Severe deterioration in the borrower’s or guarastimancial condition identified in a review of pedic financial statements,
» Decrease in the value of collateral securing tha |or

e Change in the economic environment in which thedweer operates.

Loans on the watch list require detailed statusntspincluding recommended corrective actionspared periodically by the responsible Ic
officer. These reports are reviewed by managemehé watch list is also discussed in quarterly ingstwith the Bank’s Executive Loan
Committee.

Changes in loan risk ratings are typically inittht®y the responsible loan officer, but may alsanliteated by internal loan review or the
Bank's Loan Committees at any time.

In determining the allowance and related provigmroan losses, these principal elements are densd:

»  Specific allocations are based upon probable lossésdividually evaluated impaired loans. Thestneates are based primarily upon
collateral value, but other objective factors sastpayment history and financial condition of tleerbwer or guarantor may be used as
well.

»  Allocations for individually significant loans ndefined as impaired are based on estimates needpddls of loans with similar risk
based upon Bancorp’s historical net loss percesthgdoan type.

»  Allocations for loans not reviewed are totaled bgrl category and are assigned a loss allocatidorfaased upon the Bank’s historical
net loss percentages by loan type.
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»  Additional allowance allocations based on subjecfactors not necessarily associated with a spemiéidit or loan category and
represent management’s effort to ensure that theathallowance for loan losses appropriately iflea margin for the imprecision
necessarily inherent in the estimates of expeateditdosses. Management considers a number ¢géatitke factors, including local and
general economic business factors and trends anidlgmconcentrations.

Based on this quantitative and qualitative analymisvisions are made to the allowance for loagdgs Such provisions are reflected as a
charge against current earnings in Bancorp’s caifeeld statements of income.

The allocation of the allowance for loan losseddan category is a result of the analysis above. §dme procedures used to determine
requirements for the allowance for loan losseshiistathe distribution of the allowance by loanegmiry. The distribution of the allowance
will change from period to period due to changethaidentified risk in each loan in the portfolahanges in the aggregate loan balances by
loan category, and changes in management’s vigheoubjective factors noted above. Although tlewance for loan losses is comprised
of specific and general allocations the entirevadloce is available to absorb any credit losses.

The method of calculating the allowance requireméais not changed significantly over time. Hist@lrnet loss percentages are updated
quarterly based on actual losses experienced Bylean type. The reallocations among differentgaties of loans between periods are the
result of the redistribution of the individual IGathat comprise the aggregate portfolio as dest@lbeve. However, the perception of risk
with respect to particular loans within the poritfolill change over time as a result of the chasastics and performance of those loans,
overall economic and market trends, and the actudlexpected trends in non-performing loans.

The adequacy of the allowance for loan losses isitoi@d by the internal loan review staff and répdruarterly to the Audit and Loan
Committees of the Board of Directors. In additigarious regulatory agencies, as an integral patieif examination process, periodically
review the adequacy of Bancorp’s allowance for lmsses. Such agencies may require Bancorp to addkigonal provisions to the
allowance based upon their judgments about infadonatvailable to them at the time of their examimad. Management believes that the
allowance for loan losses is adequate to absottapte inherent losses on existing loans that magre uncollectible. See “Provision for
Loan Losses” for further discussion of the allowaifr loan losses.
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Summary of Loan Loss Experience

The following table summarizes average loans ondlitgy, changes in the allowance for loan lossesrarifrom loans charged off and
recoveries on loans previously charged off by loategory and additions to the allowance chargexpense.

Year ended December 3

(Dollars in thousands) 2012 2011 2010 2009 2008
Average Loans $ 156391 $ 152955 $ 1,469,111 $ 1,39164 $ 1,29571
Balance of allowance for loan losses at beginning ¢
year $ 29,74t % 2554: $ 20,00 $ 15,38. $ 13,45(
Loans charged o
Commercial and industrii 4,52: 1,01t 1,41¢ 4,92¢ 341
Construction and developme 1,72¢ 1,59: 2,211 38 10¢
Real estate mortga( 3,451 5,84( 2,45( 3,09¢ 1,68¢
Consumer 79¢€ 67: 687 1,05¢ 824
Total loans charged off 10,49¢ 9,121 6,76¢€ 9,117 2,96:
Recoveries of loans previously charged
Commercial and industrii 84 10¢ 11¢ 59 31
Construction and developme — — 26 2 —
Real estate mortga( 24¢ 15¢ 163 39z 23€
Consumer 801 457 53¢ 507 577
Total recoveries 1,13¢ 723 84( 961 844
Net loans charged o 9,36¢ 8,39¢ 5,92¢ 8,15¢ 2,11¢
Additions to allowance charged to expense 11,50( 12,60( 11,46¢ 12,77¢ 4,05(
Balance at end of year $ 31,88. $ 29,74¢ $ 25,54: $ 20,000 $ 15,38
Ratio of net charge-offs during year to averagasoa 0.6(% 0.55% 0.4(% 0.5%% 0.1€%

See “Provision for Loan Losses” for discussionha provision for loan losses and 2012 charge-offs.

The following table sets forth the allocation oé thllowance for loan losses for the loan categatiesvn. Although specific allocations exist,

the entire allowance is available to absorb logsesiy particular loan category.

December 31

(In thousands) 2012 2011 2010 2009 2008
Commercial and industrii $ 594¢ $ 7,36¢ % 2,79 $ 4,091 $ 2,71
Construction and developme 4,53¢ 3,54¢ 3,63( 1,51¢ 1,52¢
Real estate mortga 14,28¢ 11,182 12,20: 6,51 4,06t
Consume 362 54C 622 947 1,86¢
Unallocated 6,74¢ 7,118 6,291 6,931 5,20¢
$ 31,88. $ 29,74t $ 2554: $ 20,00 $ 15,38

The changes in the allocation of the allowance fy@ar to year in various categories are influerimethe
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level of net charge-offs in the respective categpand other factors including, but not limitedan,evaluation of the impact of current
economic conditions and trends, risk allocatioad to specific loans or groups of loans and chaiggealitative allocations. Management
believes that the allocations for each loan categoe reflective of the risk inherent in the politio

The unallocated allowance is based upon managesnevdiuation of various conditions, the effectsvbfch are not directly measured in the
determination of the allocated allowance. Additiballowance allocations based on subjective fackoe not necessarily associated with a
specific credit or loan category and represent mpament’s effort to ensure that the overall alloveafur loan losses appropriately reflects a
margin for the imprecision necessarily inhererthie estimates of expected credit losses. The tiondievaluated in connection with the
unallocated allowance primarily include factorstsas economic conditions and forecasts and thégngial impact on the loan portfolio, but
may also include the adequacy of loan policiesiatainal controls, the experience of the lendirgffsbank regulatory examination results,
and changes in the composition of the portfolio.

Selected ratios relating to the allowance for Iwmses follow:

Years ended December 3

2012 2011 2010
Provision for loan losses to average lo 0.72% 0.82% 0.7&%
Net charg-offs to average loar 0.6(% 0.55% 0.4(%
Allowance for loan losses to average lo 2.02% 1.90% 1.74%
Allowance for loan losses to year end loans 2.01% 1.92% 1.6%%

Deposits

Bancorp’s core deposits consist of non-interestiatadest bearing demand deposits, savings depositificates of deposit under $250,000
and IRAs. These deposits, along with other bortbfuads, are used by Bancorp to support its asss. [By adjusting rates offered to
depositors, Bancorp is able to influence the anmuahteposits needed to meet its funding requirésnen

The average amount of deposits in the Bank andageenates paid on such deposits for the yearsatetiare summarized as follows:

Years ended December 3

2012 2011 2010
Average Average Average Average Average Average
(Dollars in thousands) balance rate balance rate balance rate
Nor-interest bearing demand depo: $ 341,53 — $ 277,31 — $ 235,64 —
Interest bearing demand depo: 317,01 0.1€% 281,56¢ 0.21% 248,62t 0.1<%
Savings deposil 78,64( 0.0&8% 70,29( 0.1€% 65,37¢ 0.25%
Money market deposi 539,39! 0.3%% 501,79: 0.52% 447,31 0.72%
Time deposits 383,00t 1.25% 418,75( 1.62% 457,27! 2.02%
$ 1,659,59. $ 1,549,70! $ 1,454,23
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Maturities of time deposits of $250,000 or morestanding at December 31, 2012, are summarizedlaa/fo

(In thousands) Amount

3 months or les $ 15,57¢

Over 3 through 6 montt 3,024

Over 6 through 12 montt 12,87(

Over 12 months 14,41¢
$ 45,88¢

Securities Sold Under Agreement to Repurchase

Securities sold under agreements to repurchaseseprexcess funds from commercial customers asfpacash management service.
These agreements generally have maturities of osmdss day from the transaction date. Bancorpiders these core fundings since they
represent excess cash balances of full relatiorasmess customers.

Information regarding securities sold under agregmt repurchase follows:

Years ended December 3

2012 2011 2010
(Dollars in thousands) Amount Rate Amount Rate Amount Rate
Securities sold under agreements to
repurchasi
Year enc $ 59,04! 0.28% $ 66,02¢ 0.3(% $ 60,07! 0.44%
Average during yee 59,86 0.3(% 61,59¢ 0.41% 56,91¢ 0.58%
Maximum month end balance during
year $ 64,58 $ 69,81¢ $ 65,52:

Subordinated Debentures

Subordinated debentures are classified as longdebmn In light of pressures on the economy armkdainties in the banking industry, S.Y.
Bancorp further strengthened its balance sheeh@@008 with the sale of $30,000,000 of 10% cunwddatust preferred securities in an
over-subscribed public offering. The trust pregersecurities, which qualify as Tier 1 capital,lwiature on December 31, 2038, but are
callable by Bancorp on or after December 31, 20480 in 2008, the Bank issued $10 million of subinated debt, with a 10 year maturity,
and a call option to the Bank two years after issea In 2012, Bancorp exercised its call optiod prepaid the subordinated debt without
penalty. See Note 11 to Bancorp’s consolidateanfiial statements for further information regardsnfpordinated debentures.

Liquidity

The role of liquidity management is to ensure fuadsavailable to meet depositors’ withdrawal aaddwers’ credit demands while at the
same time maximizing profitability. This is accorspled by balancing changes in demand for funds etitinges in the supply of those funds.
Liquidity is provided by short-term liquid asselst can be converted to cash, investment secuaiti@igable for sale, various lines of credit
available to Bancorp, and the ability to attractds from external sources, principally depositsaan&jement believes it has the ability to
increase deposits at any time by offering rateghdi higher than the market rate.

Bancorp’s Asset/Liability Committee is primarily a@up of senior management and has direct ovensaghbnsibility for Bancorg' liquidity
position and profile. A combination of daily, wégland monthly
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reports provided to management detail the followingernal liquidity metrics, composition and léwé the liquid asset portfolio, timing
differences in short-term cash flow obligationsgl @xposure to contingent draws on Bancorp’s liquidi

Bancorp’s most liquid assets are comprised of eashdue from banks, available for sale marketatMestment securities and federal funds
sold. Federal funds sold totaled $25.1 millio®atember 31, 2012. These investments normally baemight maturities and are used for
general daily liquidity purposes. The fair valuettoé available for sale investment portfolio wa8&3 million at December 31, 2012, and
included an unrealized net gain of $9.1 millioneTgortfolio includes maturities of approximately2$15 million over the next twelve montl
including $118 million of short-term securities whimature in January 2013. Combined with fedenadl§ sold, these offer substantial
resources to meet either new loan demand or reshsciin Bancorp’s deposit funding base. Bancorpg#edgortions of its investment
securities portfolio to secure public fund depqsitsh balances of certain investment managemdrtrast accounts, and securities sold
under agreements to repurchase. At December 32, 2@thl investment securities pledged for thespgaes comprised 41% of the available
for sale investment portfolio, leaving $228.4 noifliof unpledged securities.

Bancorp has a large base of core customer depdsitaed as demand, savings, and money market di@goesunts. At December 31, 2012,
such deposits totaled $1.406 billion and represken@%6 of Bancors total deposits. Because these core depositessadlatile and are oft
tied to other products of Bancorp through longitegstelationships they do not put heavy pressurbquidity. However, many of Bancorp’s
overall deposit balances are historically high. éWimarket conditions improve, these balances ikély decrease, putting some strain on
Bancorp’s liquidity position. As of December 3012, Bancorp had only $10.5 million or 0.6% of tateposits, in brokered deposits, which
are predominantly comprised of Certificate of DaépAscount Registry Service (CDARSs) deposits, agoaon which allows Bancorp to offer
FDIC insurance up to $50 million in deposits pestomer through reciprocal agreements with otherort participating banks.

Other sources of funds available to meet daily aéeclude the sales of securities under agreentemépurchase. Also, the Bank is a men
of the FHLB of Cincinnati. As a member of the FHLtBe Bank has access to credit products of the FHLBe Bank views these borrowings
as a low cost alternative to other time deposisDecember 31, 2012, the amount of available tifedin the FHLB totaled $132 million.
See Note 10 to Bancorp’s consolidated financidaestents for further information regarding advarftem the Federal Home Loan Bank.
Also, the Bank has available federal funds purcthdises with correspondent banks totaling $85 willi Bancorp also is eligible to borrow
from the Federal Reserve Bank of St. Louis basenh uls asset size.

Over the normal course of business, Bancorp eitgrgertain forms of off-balance sheet transaajoncluding unfunded loan commitments
and letters of credit. These transactions are geththrough Bancorp’s various risk management gsee Management considers both on-
balance sheet and off-balance sheet transactigtsemaluation of Bancorp’s liquidity.

Sources and Uses of Cash

Cash flow is provided primarily through the finamgiactivities of the Bank which include raising dsips and the borrowing of funds from
institutional sources such as advances from FHLdBfad funds purchased as well as scheduled loaynegnts. These funds are then
primarily used to facilitate the investment aciestof the Bank which include making loans and pasing securities for the investment
portfolio. Another important source of cash isnfrthe net income of the Bank from operating adésit As discussed in Note 16 to
Bancorp’s consolidated financial statements, akaofiary 1 of any year the Bank may pay dividend®upe Bank’s net income of the prior
two years less any dividends paid for the sameywars. Regulatory approval is required for divideexceeding these amounts. Prior to the
declaration of dividends, management considergffieet such payments will have on total stockhatequity and capital ratios. For more
specific information, see the consolidated statdro€nash flows in Bancorp’s consolidated finangtements.
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Commitments

In the normal course of business, Bancorp is gargctivities that contain credit, market and operel risk that are not reflected in whole or
in part in Bancorp’s consolidated financial statatse Such activities include: traditional off-aate sheet credit-related financial

instruments, commitments under operating leasesogmgdterm debt.

The Bank provides customers with off-balance shestit support through loan commitments and stanelidgrs of credit. Summarized
credit-related financial instruments, includinglibebmmitments to extend credit and letters of ¢radDecember 31, 2012 are as follows:

Amount of commitment expiration per period

Less than 1-3 35 Over 5
(In thousands) Total 1 year Years Years Years
Unused loan commitmen $ 386,37 $ 235,490 $ 80,577 $ 37,08: $ 33,22(
Standby letters of credit 14,751 13,06¢ 1,641 51 —

Since some of the unused commitments are expeztxhire or may not be fully used, the total amafrdommitments in the preceding
table does not necessarily represent future caglireznents.

In addition to owned banking facilities, Bancorstentered into longerm leasing arrangements for certain branch fesli Bancorp also h
required future payments for a defined benefiteatient plan, long-term debt and the maturity oktiseposits. In 2009, Bancorp executed an
agreement to acquire marketing rights for a sprtsentertainment venue. Bancorp receives revieomethe relationship which offsets a
portion of the expenses over the term of the ageeén$ee Note 10, Note 11, Note 14 and Note 17atw&rp’'s consolidated financial
statements for further information on Federal Hdroan Bank advances, subordinated debentures, fieddenefit retirement plan and
operating leases.

The required payments under such commitments atieer 31, 2012 are as follows:

Payments due by perioc

Less than 1-3 35 Over 5
(In thousands) Total 1 year Years Years Years
Operating lease $ 7,81¢ $ 1,57 % 1,731 $ 1,731 $ 2,761
Defined benefit retirement ple 3,98¢ 12z 16¢€ 16¢€ 3,53(
Time deposit maturitie 375,31 241,53! 107,14¢ 26,62: 4
Federal Home Loan Bank advan 31,88: 10,05 20,10¢ 10¢ 1,617
Trust preferred securitie 30,90( — — 30,90(
Other 2,80( 40C 80C 80C 80C
Capital

Information pertaining to Bancorp’s capital balamesad ratios follows:

Years ended December 3

(Dollars in thousands, except share date 2012 2011 2010
Stockholder equity $ 205,07 $ 187,68t $ 169,86:
Dividends per shar 0.77 0.72 0.6¢
Tier 1 risk-based capite 13.1% 12.7% 12.0€%
Total risk-based capite 14.42% 14.62% 13.99%
Leverage ratio 10.7%% 10.52% 10.31%
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Throughout the financial crisis it is importantrtote the strengthening of Bancorp’s capital positias occurred concurrently with growth in
assets, not as a result of shrinkage of the balsimeet. Bancorp intends to maintain capital ratafiese historically high levels at least until
such time as the economy demonstrates sustainedvampent. Since 2008, Bancorp has had no shatealliyplan, choosing instead to
continue to grow its capital in the face of uncerieconomic times and regulatory environment. Bancorp increased its cash payout to
stockholders during 2012 to an annual dividend®¥%, up from $0.72 per share in 2011. This reprtsse payout ratio of 41.40% based on
basic EPS and an annual yield of 3.57% based upammualized fourth quarter dividend rate and yat-closing stock price.

Bank holding companies and their subsidiary bam&sequired by regulators to meet risk-based clgtitmdards. These standards, or ratios,
measure the relationship of capital to a combimatibbalance sheet and off-balance sheet risksvahe of both balance sheet and off-
balance sheet items are adjusted to reflect crislg. The increase in capital ratios from 201QQa2 resulted largely from the growth of
retained earnings. The total risk-based capita declined slightly from 2011 to 2012, as a resf@iBancorp’s first quarter 2012 prepayment
of $10 million of subordinated debentures that diea as Tier 2 capital. See Note 11 to Bancogwssolidated financial statements for more
detail regarding the subordinated debenture compafecapital. Note 21 to the consolidated finahstatements provides more details of
regulatory capital requirements, as well as capétbs of Bancorp and the Bank. Bancorp and thekBeceed regulatory capital ratios
required to be well capitalized. Management caersithe effects of growth on capital ratios a®ittemplates plans for expansion.

One component of equity is accumulated other cohgnsive income (loss) which, for Bancorp, cong$tset unrealized gains or losses on
securities available for sale and a minimum penBadility, both net of taxes. Accumulated othengquehensive income was $5,421,000 and
$5,462,000 at December 31, 2012 and 2011, respdctivhe $41,000 decrease is primarily a reflectibthe effect of the changing interest
rate environment during fiscal year 2012 on theiatbn of the Bank’s portfolio of securities avaika for sale.

The following table presents various key financ#los:

Years ended December 3

2012 2011 2010
Return on average ass 1.25% 1.2(% 1.2%
Return on average stockholc’ equity 13.0€% 13.1% 14.02%
Dividend payout ratio, based on basic E 41.4% 42.11% 41.0%
Average stockholders’ equity to average assets 9.54% 9.17% 8.85%

Fair Value Measurements

Bancorp follows the provisions of the authoritatgugdance for fair value measurements. This guidas definitional and disclosure orien
and addresses how companies should approach nrepfairivalue when required by US GAAP. The guidapoescribes various disclosures
about financial statement categories and amounitshvere measured at fair value, if such disclosaresot already specified elsewhere in
US GAAP.

The authoritative guidance defines fair value asptice that would be received to sell an asspaat to transfer a liability in an orderly
transaction between participants at the measureda@t The guidance, which requires fair valuesusaments to be classified as Level 1
(quoted prices), Level 2 (based on observable g)mrtLevel 3 (based on unobservable, internallyved inputs), is discussed in more detalil
in Note 18 to the consolidated financial statements

Bancorp’s investment securities available for said derivative instruments are recorded at fawevan a recurring basis. Other accounts
including mortgage loans held for sale, mortgageisiag rights, impaired loans and other real estatned may be recorded at fair value
non-recurring basis, generally in the applicatibiower of cost or market adjustments or write-devar specific assets.
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The portfolio of investment securities available $ale is comprised of debt securities of the Ur8asury and other U.S. government-
sponsored corporations, mortgage-backed secutidigiations of state and political subdivisionsddrust preferred securities of other
banks. Trust preferred securities are priced ugir@ed prices of identical securities in an actharket, and are classified as Level 1
measurements. All other securities are pricedgusiandard industry models or matrices with var@assumptions such as yield curves,
volatility, prepayment speeds, default rates, tualkeie, credit rating and market prices for therinstents. These assumptions are generally
observable in the market place and can be derioed 6r supported by observable data. These sexzudtee classified as Level 2
measurements.

Interest rate swaps are valued using primarily L&vaputs. Fair value measurements are obtairmd fin outside pricing service. Prices
obtained are generally based on dealer quoteshbrenk forward yield curves, and other relevant olegle market data. For purposes of
potential valuation adjustments to derivative poag, Bancorp evaluates the credit risk of its ¢etparties as well as its own credit risk. To
date, Bancorp has not realized any losses dueaarterparty’s inability to perform and the chamgealue of derivative assets and liabilities
attributable to credit risk was not significant itgr 2012.

Mortgage loans held for sale are recorded at twerd@f cost or market value. The portfolio is corapd of residential real estate loans and
fair value is based on specific prices of undedy@ontracts for sales to investors. These measmsnare classified as Level 2.

Mortgage servicing rights (“MSRs”"), carried in otlassets, are recorded at fair value upon captadiz, are amortized to correspond with
estimated servicing income, and are periodical§eased for impairment based on fair value at thertiag date. Fair value is based on a
valuation model that calculates the present vafiesiimated net servicing income. The model incoates assumptions that market
participants would use in estimating future nevieémng income. These measurements are classifieges 3. At December 31, 2012 and
2011 there was no valuation allowance for the M3Rghe fair value exceeded the carrying value.

Other real estate owned, which is carried at theetaf cost or fair value, is periodically assesedmpairment based on fair value at the
reporting date. Fair value is determined from mdkappraisals using judgments and estimatestefread professionals. Many of these
inputs are not observable and, accordingly, thesasarements are classified as Level 3. At DeceBihe2012 and December 31, 2011, the
carrying value of other real estate owned was $¥(B® and $7,773,000, respectively.

Loans are measured for impairment and, if indicatesbecific allocation is established based orvéihee of underlying collateral. Impaired
loans include non-accrual loans and loans accouotess troubled debt restructuring. For impaileghs, the fair value is calculated as the
carrying value of loans with a specific valuatidio@ance, less the specific allowance. At Decen@ifer2012 and December 31, 2011, the
carrying value of impaired loans was $11,625,000 $10,021,000, respectively. These measurementdassified as Level 3.

See Note 18 to Bancorp’s consolidated financidkstents for details of fair value measurements.

Non-GAAP Financial Measures

In addition to capital ratios defined by bankingukators, Bancorp considers various ratios wheifuatiag capital adequacy, including
tangible common equity to tangible assets, andiltdengommon equity per share, all of which are ®RAP measures. Bancorp believes
these ratios are important because of their wiggpuse by investors as means to evaluate cagégquacy, as they reflect the level of caf
available to withstand unexpected market conditidBecause US GAAP does not include capital ragasuares, there are no US GAAP
financial measures comparable to these ratios.
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The following table reconciles Bancorp’s calculatif the measures to amounts reported under US GAAP

December 31

(in thousands, except per share datz 2012 2011

Total equity (a $ 205,07* $ 187,68t
Less goodwill (682) (682)
Tangible common equity (¢ 204,39: 187,00«
Total assets (k $ 2,148,26. $ 2,053,09
Less goodwill (682) (682)
Total tangible assets ( 2,147,58 2,052,41!
Total shareholde’ equity to total assets (a/ 9.55% 9.14%
Tangible common equity ratio (c/d) 9.52% 9.11%
Number of outstanding shares ( 13,91¢ 13,81¢
Book value per share (a/ $ 1472 $ 13.5¢
Tangible common equity per share (c/e) 14.6¢ 13.5:

The following table provides a reconciliation ot iterest margin in accordance with US GAAP tomalized net interest margin. Bancorp
provides this information to illustrate the tremdniet interest margin sequentially from 2010 thto26§12 and to show the impact of
prepayment fees and late charges on net interegimaPrepayment fees and late charges did nat tressimilar effect of increasing net
interest margin during 2011 as they did in othexrge

Reconciliation of Net Interest Margin to Normalized

Year to Date

2012 2011 2010
Net interest margi 3.94% 3.99% 3.9%%
Prepayment penalties / late charges (0.06) 0.0z (0.02)
Normalized net interest marg 3.88% 4.01% 3.97%

Recently Issued Accounting Pronouncements

In July 2012, the Financial Accounting Standardafiq“FASB”) issued Accounting Standards UpdateStR) No. 2012-02,Intangibles—
Goodwill and Other which allows an entity to make a qualitative asseent to determine whether it is necessary tmparthe quantitative
impairment test for indefinite-lived intangible ats other than goodwill. The FASB issued singlaidance for testing goodwill for
impairment in September 2011. An entity that eléotperform a qualitative assessment is requogzbtform the quantitative impairment for
an indefinite-lived intangible asset if it is mdileely than not that the asset is impaired. The AS#ffective for annual and interim goodwiill
impairment tests performed for fiscal years begigrifter September 15, 2012. Because Bancorprintésgave any indefinite-lived
intangible assets, other than goodwill, the adoptibASU 2012-02 is not expected to have an impadBancorp’s financial statements.
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ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

Information required by this item is included iertt 7, “Management’s Discussion and Analysis of ko Condition and Results of
Operations” of this Form 10-K.

Item 8. Financial Statements and Supplementary Data

The following consolidated financial statement8ahcorp, and reports of independent registeredgabtounting firm and management are
included below:

Consolidated Balance She- December 31, 2012 and 20

Consolidated Statements of Inco- years ended December 31, 2012, 2011 and

Consolidated Statements of Comprehensive Inc- years ended December 31, 2012, 2011 and
Consolidated Statements of Cash Fl- years ended December 31, 2012, 2011 and

Consolidated Statements of Changes in Stockh¢ Equity - years ended December 31, 2012, 2011 and
Notes to Consolidated Financial Statems

Report of Independent Registered Public Accourfdingn

Managemer's Report on Consolidated Financial Statem
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Consolidated Balance Sheets

December 31

(Dollars in thousands) 2012 2011
Assets
Cash and due from ban 42,61 $ 32,90:
Federal funds sold and interest bearing due fronks 25,09: 22,01¢
Mortgage loans held for sa 14,047 4,381
Securities available for sale (amortized cost af$383 in 2012 and $343,059 in 20: 386,44( 352,18!
Federal Home Loan Bank sto 5,18( 4,94¢
Other securitie 1,00( 1,001
Loans 1,584,59. 1,544,84!
Less allowance for loan losses 31,88 29,74*
Net loans 1,552,71. 1,515,101
Premises and equipment, | 36,53: 36,61
Bank owned life insuranc 28,14¢ 27,14
Accrued interest receivab 5,091 5,96¢
Other assets 51,407 50,84«
Total assets 2,148,26. $ 2,053,09
Liabilities
Deposits

Non-interest bearin 396,15¢ $ 313,58

Interest bearing 1,385,53. 1,304,15.

Total deposits 1,781,69. 1,617,73

Securities sold under agreements to repurc 59,04¢ 66,02¢
Federal funds purchas 16,55: 37,27:
Accrued interest payab 16€ 232
Other liabilities 22,94¢ 42,81(
Federal Home Loan Bank advan 31,88: 60,43:
Subordinated debentures 30,90( 40,90(
Total liabilities 1,943,18 1,865,41.
Stockholders' equity
Preferred stock, no par value; 1,000,000 shardmemed; no shares issued or outstant — —
Common stock, no par value; 20,000,000 shares amtith issued and outstanding 13,915,265 shi

in 2012 and 13,819,319 shares in 2! 7,27: 6,95:
Additional paic-in capital 17,73 14,59¢
Retained earning 174,65( 160,67.
Accumulated other comprehensive income 5,421 5,46z
Total stockholders’ equity 205,07! 187,68t
Total liabilities and stockholders’ equity 2,148,26. $ 2,053,09

See accompanying notes to consolidated financssients.
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Consolidated Statements of Income

Years ended December 3!

(In thousands, except per share date 2012 2011 2010
Interest income
Loans $ 79,39¢ $ 79,04¢ $ 79,201
Federal funds sol 32C 25E 13¢
Mortgage loans held for sa 344 231 33¢
Securities

Taxable 5,65 5,17¢ 5,27¢

Tax-exempt 1,182 1,33( 1,197
Total interest income 86,90 86,03¢ 86,14¢
Interest expense
Deposits 7,16¢ 10,10¢ 13,17(
Securities sold under agreements to repurc 18C 258 332
Federal funds purchas 31 38 45
Federal Home Loan Bank advan: 2,461 1,46( 2,26¢
Subordinated debentures 3,11 3,451 3,454
Total interest expense 12,95: 15,307 19,267
Net interest income 73,95( 70,73: 66,87¢
Provision for loan losses 11,50( 12,60( 11,46¢
Net interest income after provision for loan losses 62,45( 58,13: 55,41(
Non-interest income
Investment management and trust serv 14,27¢ 13,84: 13,26(
Service charges on deposit accol 8,51¢ 8,34¢ 8,60(
Bankcard transaction reven 3,98¢ 3,72z 3,31
Gains on sales of mortgage loans held for 4,321 2,12z 2,321
Gains on sales of securities available for — — 15¢
Brokerage commissions and fe 2,59: 2,21¢ 2,13¢
Bank owned life insurance incor 1,00¢ 1,01¢ 99t
Other 3,75¢ 1,97: 2,95k
Total non-interest income 38,45 33,24 33,73¢
Non-interest expense:
Salaries and employee bene 37,96( 33,12¢ 33,48¢
Net occupancy expen: 5,651 5,192 4,93«
Data processing expen 5,27¢ 5,01« 4,83¢
Furniture and equipment exper 1,30¢ 1,29¢ 1,272
FDIC insurance 1,49¢ 1,65¢ 2,03¢
Loss (gain) on other real estate ow! 1,41(C 1,71¢ (11
Other 12,37 11,58( 10,57¢
Total non-interest expense: 65,47: 59,58 57,13
Income before income taxe 35,43¢ 31,79 32,01¢
Income tax expense 9,63¢ 8,191 9,06¢
Net income $ 25,80. $ 23,60: $ 22,95
Net income per share, basi $ 186 $ 171 $ 1.6¢
Net income per share, dilutec $ 18t $ 1.71 $ 1.67

See accompanying notes to consolidated financisients.
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Consolidated Statements of Comprehensive Income

Years ended December 3!
(In thousands) 2012 2011 2010

Net income $ 25,80. $ 23,60¢ $ 22,95!
Other comprehensive (loss) income, net of

Unrealized (losses) gains on securities availatesdle;
Unrealized (losses) gains arising during the pefiwd of tax of $(24),

$1,362, and $580, respective (45) 2,53( 1,07¢
Reclassification adjustment for securities gairadized in income (net of ta:
of $0, $0, and $(56), respective — — (103
Minimum pension liability adjustment (net of tax$#, $(111), and $(17),
respectively’ 4 (207) (33
Other comprehensive (loss) income (41) 2,32: 94(
Comprehensive income $ 25,76( $ 25927 $ 23,89:

See accompanying notes to consolidated financssients.
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Consolidated Statements of Cash Flows

Years ended December 3

(in thousands) 2012 2011 2010
Operating activities
Net income 25,80. $ 23,60¢ $ 22,95:
Adjustments to reconcile net income to net caskigemn by operating activitie:
Provision for loan losse 11,50( 12,60( 11,46¢
Depreciation, amortization and accretion, 4,96¢ 4,01¢ 3,27¢
Deferred income tax bene (2,937 (2,069 (1,556
Gain on sale of securities available for ¢ — (159
Gains on sales of mortgage loans held for (4,32)) (2,127 (2,32))
Origination of mortgage loans held for s (241,12% (126,309) (173,11)
Proceeds from sale of mortgage loans held for 235,78: 136,43: 176,29!
Bank owned life insurance incor (1,00€) (1,019 (99%)
(Increase) decrease in value of private investriamt (637) 421 (60€)
Proceeds from liquidation of private investmentdi 2,84¢ — —
Loss on the sale of foreclosed as: 1,41( 1,71¢€ 27
Loss on the disposal of equipm:e 19C 382 2
Stock compensation exper 1,481 1,16 952
Excess tax benefits from sh-based compensation arrangems (83 (125) (240
Decrease (increase) in accrued interest receiaatieother asse 76¢ 3,53¢ (6,959
(Decrease) increase in accrued interest payablethed liabilities (19,840 (7,80%) 7,52(
Net cash provided by operating activities 14,79¢ 44,42¢ 36,64
Investing activities
Purchases of securities available for ¢ (488,39() (404,51 (254,33)
Proceeds from sale of securities available for — — 27,06¢
Proceeds from maturities of securities availabtestde 452,44 300,62( 210,90°
Proceeds from maturities of securities held to miigt — 2C 15
Net increase in loar (53,599 (57,039 (84,559
Purchases of premises and equipn (3,30)) (8,249 (6,179
Proceeds from disposal of equipm 3 7 4
Proceeds from sale of foreclosed assets 2,97¢ 7,20¢ 1,80¢
Net cash used in investing activitie (89,86¢) (161,94) (105,26¢)
Financing activities
Net increase in deposi 163,95« 124,27: 75,28¢
Net (decrease) increase in securities sold undeeawents to repurchase &
federal funds purchast (27,707) 17,78¢ 14,67
Net (decrease) increase in other s-term borrowings — (1,999 18¢
Proceeds from Federal Home Loan Bank adva 31,46: — 50,00(
Repayments of Federal Home Loan Bank adva (60,017 (17) (50,017
Prepayment penalty on modification of Federal Homan Bank advance — — (1,336
Repayments of subordinated debenti (20,000 — (30
Issuance of common stock for options and divideziitvestment pla 961 70& 1,10€
Excess tax benefits from sh-based compensation arrangems 83 12t 14C
Common stock repurchas (20%) (167) (39¢)
Cash dividends paid (10,697) (9,930 (11,765
Net cash provided by financing activities 87,85 130,78: 77,85:
Net increase in cash and cash equivalen 12,78: 13,26" 9,231
Cash and cash equivalents at beginning of year 54,92( 41,65! 32,424
Cash and cash equivalents at end of peric 67,70 $ 54,92( $ 41,65¢
Supplemental cash flow information:
Income tax paymen 10,68t $ 4,611 $ 8,94t
Cash paid for intere: 13,017 15,37¢ 19,39(
Supplemental nor-cash activity:
Transfers from loans to foreclosed assets 4,48t $ 12,21¢  $ 5,77¢

See accompanying notes to consolidated financsients.
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Consolidated Statements of Changes in Stockholder&quity

Three years ended December 31, 20.

Accumulated

Common stock Additional other

(In thousands, except per shar Number of paid-in Retained comprehensive
data) shares Amount capital earnings income (loss’ Total
Balance December 31, 20 13,600 $ 6,24¢ $ 9,72¢ $ 13544 $ 2,19¢ 153,61+
Net income — — — 22,95! — 22,95!
Other comprehensive income, net of — — — — 94C 94C
Stock compensation exper — — 952 — — 952
Shares issued for stock options exerc 93 311 91¢ — — 1,23(
Shares issued for dividend reinvestment

plan 1 2 14 — — 16
Shares issued for non-vested restrictec

stock 54 181 961 (1,149 — —
Cash dividends, $0.69 per sh — — — (9,44%) — (9,449
Shares repurchased and cancelled (18) (59) (369) 32 — (39€)
Balance December 31, 2010 13,737 $ 6,67¢ $ 12,20¢ $ 14783 $ 3,13¢ 169,86:
Net income — — — 23,60¢ — 23,60
Other comprehensive income, net of — — — — 2,328 2,32
Stock compensation exper — — 1,16 — — 1,16
Shares issued for stock options exerc 47 157 492 — — 65C
Shares issued for dividend reinvestmer

plan 1 2 11 — — 13
Shares issued for non-vested restricted

stock 42 14C 86¢€ (1,006 — —
Cash dividends, $0.72 per sh. — — — (9,930 — (9,930
Shares repurchased and cancelled (8) (25) (142) 167 — —
Balance December 31, 2011 13,81¢ $ 6,95 $ 14,59¢ $ 160,67. $ 5,46: 187,68t
Net income — — — 25,80: — 25,80:
Other comprehensive loss, net of — — — — (42) (472)
Stock compensation exper — — 1,481 — — 1,481
Shares issued for stock options exerc 69 23C 1,14¢ () — 1,37¢
Shares issued for dividend reinvestment

plan 1 3 20 — — 23
Shares issued for non-vested restrictec

stock 57 19C 1,10¢ (1,299 — —
Cash dividends, $0.77 per sh — — — (10,69 — (10,699
Shares repurchased and cancelled (312) (103) (623) 16€ — (55¢)
Balance December 31, 2012 13,91 $ 7,27 $ 17,73. $ 174,65( $ 5,421 205,07!

See accompanying notes to consolidated financssients.
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Notes to Consolidated Financial Statements

(1) Summary of Significant Accounting Policies
Principles of Consolidation and Nature of Operatios

The consolidated financial statements include to@ants of S.Y. Bancorp, Inc. (Bancorp) and its ivhowned subsidiary, Stock Yards
Bank & Trust Company (the Bank). S.Y. Bancorp @pirust Il is a Delaware statutory trust thaaigholly-owned unconsolidated finance
subsidiary of S.Y. Bancorp, Inc. Significant itempany transactions and accounts have been etediimaconsolidation. Certain prior year
amounts have been reclassified to conform to ti® PBesentation. Bancorp has evaluated subsequents for recognition or disclosure up
to the date on which financial statements wereeidsaand determined there were none.

In addition to traditional commercial and persopahking activities, the Bank has an investment gameent and trust department offering a
wide range of trust administration, investment nggmaent, retirement planning, estate administraiwhfinancial planning services. The
Bank’s primary market area is Louisville, Kentuakyd surrounding communities including southerndndi Other markets include
Indianapolis, Indiana where the Bank has threesknice branches, and Cincinnati, Ohio where thekBhas three full service branches.

Basis of Financial Statement Presentation and Usé Bstimates

The consolidated financial statements of Bancorpiensubsidiaries have been prepared in conforwiity accounting principles generally
accepted in the United States of America (US GAAR) conform to predominant practices within thekiramindustry. In preparing the
consolidated financial statements, managementjisined to make estimates and assumptions thattdffeceported amounts of certain assets
and liabilities and disclosure of contingent asseis liabilities at the date of the financial stagats and the reported amounts of related
revenues and expenses during the reporting pekitidal results could differ from those estimatestéfial estimates that are particularly
susceptible to significant change relate to theatidn of other real estate owned, determinatiothefallowance for loan losses and income
tax assets, estimated liabilities and expense.

Cash and Cash Equivalents

Cash and cash equivalents include cash and duebfaois and Federal funds sold as segregated actimnpanying consolidated balance
sheets.

Securities

Securities available for sale include securitieg thay be sold in response to changes in intesées,rresultant prepayment risk and other
factors related to interest rate and prepaymektchanges. Securities available for sale are ahaidair value with unrealized gains or loss
net of tax effect, included in stockholders’ equiynortization of premiums and accretion of discisuare recorded using the interest method
over the life of the security. Gains or losses ales of securities are computed on a specific ifiestion cost basis for securities. Declines in
the fair value of investment securities availalledale (with certain exceptions for debt secwgitieted below) that are deemed to be other-
than-temporary are charged to earnings as a rddbzs, and a new cost basis for the securitiestablished. In evaluating other-than-
temporary impairment, management considers theHesfgime and extent to which the fair value hastless than cost, the financial
condition and near-term prospects of the issuet tha intent and ability of Bancorp to retain itséstment in the issuer for a period of time
sufficient to allow for any anticipated recoveryfair value in the near term. Declines in the faitue of debt securities below amortized cost
are deemed to be other-than-temporary in circumstawhere: (1) Bancorp has the intent to sell arggc(2) it is more likely than not that
Bancorp will be required to sell the security befoecovery of its amortized cost basis; or (3) Bapadoes not expect to recover the entire
amortized cost basis of the security. If Bancotpnds to sell a security or if it is more likehah not that Bancorp will be required to sell the
security before recovery, an other-than-temponamyairment write-down is recognized in earnings étpthe difference
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between the security’amortized cost basis and its fair value. If aityedoes not intend to sell the security or ihet more likely than not th.
it will be required to sell the security before agery, the other-than-temporary impairment writevdas separated into an amount
representing credit loss, which is recognized imiegs, and an amount related to all other factetsch is recognized in other comprehen:
income. Declines in value judged to be other-treangorary are included in gains (losses) on salssairities available for sale in the
consolidated statements of income. See Note &tew&p’s consolidated financial statements for aithl information on investment
securities.

Mortgage Loans Held for Sale

Mortgage loans held for sale are initially recordé¢dhe lower of cost or market value on an indiaidoan basis. All mortgage loans are
covered by investor commitments, so gains on sdlesortgage loans are recorded at the time of dssment of loan proceeds at the
difference between the sales proceeds and thesleamying value net of any origination costs. €ach loan in the portfolio there is a
commitment to purchase by an investor.

Loans

Loans are stated at the unpaid principal balarsseret deferred loan fees or costs. Loan feesfragty costs, are deferred and amortized
the life of the related loan on an effective yiblkis. Interest income on loans is recorded omadbeual basis except for those loans in a non-
accrual income status. Loans are placed in a nonualkcincome status when the prospects for recogéyoth principal and accrued interest
are considered doubtful or when a default of pgator interest has existed for 90 days or moresmbuch a loan is well secured and in the
process of collection. When a loan is placed amaacrual status, any interest previously accrugabt yet collected is reversed against
current income. Interest income is recorded oash dasis during the period a loan is on non-atstatus so long as the recovery of
principal is reasonably assured. Non-accrual loaag be returned to accrual status once the prosfmraecovering both principal and
accrued interest are reasonably assured. Loareoented for as troubled debt restructuring wherBank, for economic or legal reasons
related to the debtor’s financial difficulties, gta a concession to the debtor that it would nio¢iatise consider. If a loan is restructured at a
market rate for a new loan with comparable riski e loan is not impaired based on the terms 8eddiy the restructuring agreement, it
shall be removed from restructured status geneadtéy six months of performance.

Loans are classified as impaired when it is prob#ie Bank will be unable to collect interest andgpal according to the terms of the loan
agreement. These loans are measured based oresiempvalue of future cash flows discounted atdars’ effective interest rate or at the
estimated fair value of the loans’ collateral,ppéicable. Impaired loans consist of loans in @@erual status or loans accounted for as
troubled debt restructuring.

Allowance for Loan Losses

The allowance for loan losses is maintained avel lfhat adequately provides for probable losskerent in the loan portfolio. Management
determines the adequacy of the allowance basedrsideration of the following principal elements:

»  Specific allocations are based upon probable lossésdividually evaluated impaired loans. Theséneates are based primarily upon
collateral value less a discount representing edéichliquidation costs, but other objective facgush as payment history and financial
condition of the borrower or guarantor may be coesad as well.

»  Allocations for individually significant loans ndefined as impaired are based on estimates needpddls of loans with similar risk
based upon Bancorp’s historical net loss percesthgdoan type.

» Allocations for loans not reviewed are totaled bgrl category and are assigned a loss allocatioorfaased upon the Bank’s historical
net loss percentages by loan type.

48




Table of Contents

* Additional allowance allocations are included basedubjective factors not necessarily associaiddanspecific credit or loan categc
which represent managemenéffort to ensure that the overall allowance éanl losses appropriately reflects a margin foiirty@ecisior
necessarily inherent in the estimates of expeateditdosses. Management considers a number ¢géativke factors, including local and
general economic business factors and trends anidlgmconcentrations.

Based on this quantitative and qualitative analymigvisions are made to the allowance for loadgs Such provisions are reflected as a
charge against current earnings in Bancorp’s caifeeld statements of income.

The allocation of the allowance for loan losseddan category is a result of the analysis above. §dme procedures used to determine
requirements for the allowance for loan losseshdistathe distribution of the allowance by loanegmiry. The distribution of the allowance
will change from period to period due to changethaidentified risk in each loan in the portfolahanges in the aggregate loan balances by
loan category, and changes in management’s vigheoubjective factors noted above. Although tlewance for loan losses is comprised
of specific and general allocations the entirevadloce is available to absorb any credit losses.

The adequacy of the allowance for loan losses isitoi@d by the internal loan review staff and repdmuarterly to management and the
Audit and Loan Committees of the Board of Directdfarious regulatory agencies, as an integral gfattieir examination process,
periodically review the adequacy of Bancorp’s abmwe for loan losses. Such agencies may requiredBano make additional provisions to
the allowance based upon their judgments aboutrirdtion available to them at the time of their ekaations.

Premises and Equipment

Premises and equipment are carried at cost, lessradated depreciation and amortization. Depremiadif premises and equipment is
computed using straight-line methods over the egéohuseful lives of the assets ranging from tgelrs. Leasehold improvements are
amortized on the straight-line method over the geofithe related leases, including expected rerswalover the useful lives of the
improvements, whichever is shorter. Maintenanakrapairs are expensed as incurred while majottiaddiand improvements are
capitalized.

Other Assets

Bank-owned life insurance (BOLI) is carried at restlizable value, which considers any applicabteesuler charges. Also, the Bank
maintains life insurance policies other than BALtonjunction with its non-qualified defined benafind non-qualified compensation plans.

Other real estate is carried at the lower of cogistimated fair value minus estimated sellingo&hy write downs to fair value at the datt
acquisition are charged to the allowance for la@msés. In certain situations, improvements to peepssets for sale are capitalized if those
costs increase the estimated fair value of thet.agsgenses incurred in maintaining assets, wiagtens to reflect subsequent declines in
value, and realized gains or losses are reflectegérations and are included in non-interest irecanmd expense.

Bancorp’s investment in a domestic private invesinfiend was comprised of bank and other financidustry securities and was accounted
for as an equity-method investment in accordante Wb GAAP.

Mortgage servicing rights (MSRs) are amortizedriopprtion to and over the period of estimated eetising income, considering
appropriate prepayment assumptions. MSRs are &ealuarterly for impairment by comparing the yiag value to the fair value.

Goodwill is measured and evaluated at least annt@llimpairment. No impairment charges have bdeegmed necessary or recorded to
as the fair value is substantially in excess ofddweying value.
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Securities Sold Under Agreements to Repurchase

Bancorp enters into sales of securities under aggaeto repurchase at a specified future dateh S&murchase agreements are considered
financing agreements and, accordingly, the obligetd repurchase assets sold is reflected asiltyiab the consolidated balance sheets of
Bancorp. Repurchase agreements are collaterddizeélebt securities which are owned and under théraloof Bancorp. These agreements
are used in conjunction with corporate cash managéaccounts.

Repurchased Shares of Common Stock

The repurchase of Bancorp’s common stock is recbatleost, and repurchased shares are returnbd status of authorized, but unissued.
Amounts recorded in common stock are based ortalbedsvalue of the shares, as there is no par vatasidual amounts are recorded in
additional paid in capital.

Income Taxes

Bancorp accounts for income taxes using the asskliability method. The objective of the asset &ability method is to establish deferred
tax assets and liabilities for temporary differesibetween the financial reporting and the tax bat8ancorp’s assets and liabilities at
enacted tax rates expected to be in effect whelm aounts are realized or settled. The effect derob tax assets and liabilities of a change
in tax rates is recognized in the statement ofrimedn the period that includes the enactment date.

No valuation allowance for deferred tax assetswasrded as of December 31, 2012 and 2011 becarsm®B has sufficient prior taxalk
income, future projected taxable income, and taxipihg strategies to allow for utilization of theddictible temporary differences and capital
loss carryforwards within the carryforward periddanagement believes it is more likely than not gibdeferred tax assets will be realized.

To the extent unrecognized income tax benefits inecealized or the related accrued interest iongdr necessary, Bancorp’s provision for
income taxes would be favorably impacted. As of@msber 31, 2012 and 2011, the gross amount of agnéed tax benefits was $70,000
and $101,000, respectively. If recognized, alihef tax benefits would increase net income, rewyiti a decrease in the effective tax rate.
The amount of unrecognized tax benefits may iner@aglecrease in the future for various reasosfijdimg adding amounts for current year
tax positions, expiration of open income tax reswine to statutes of limitation, changes in managei®judgment about the level of
uncertainty, status of examination, litigation degislative activity, and the addition or elimiratiof uncertain tax positions.

Bancorp’s policy is to report interest and penaltieany, related to unrecognized tax benefitmgome tax expense. As of December 31,
2012 and 2011, the amount accrued for the potgudiainent of interest and penalties was $4,000 @D, respectively.

Bancorp invests in certain partnerships that yi@elincome housing, historic and new market taxditeeas well as tax deductible losses.
These tax benefits are recognized in income tarmrsg using an effective yield method over thedffthe investment.

Net Income Per Share

Basic net income per common share is determinativiging net income by the weighted average nundfeshares of common stock
outstanding. Diluted net income per share is datexdhby dividing net income by the weighted averagmber of shares of common stock
outstanding plus the weighted average number akstthat would be issued upon exercise of dilubptons and stock appreciation rights,
assuming proceeds are used to repurchase shamsthadreasury stock method.

50




Table of Contents
Comprehensive Income

Comprehensive income is defined as the changeuittye@et assets) of a business enterprise duripgri@ad from transactions and other
events and circumstances from non-owner sourcesB&ncorp, this includes net income, changes iralized gains and losses on available
for sale investment securities, net of taxes, amimnum pension liability adjustments, net of taxes.

Segment Information

The Bank provides a broad range of financial ses/to individuals, corporations and others throitgthirty-one full service banking
locations as of December 31, 2012. These serincagle lending and deposit services, cash managfeseevices, securities brokerage
activities, mortgage origination and investment aggment and trust activities. The Bank’s operatiame considered by management to be
aggregated in two reportable operating segmentsnwrcial banking and investment management and trus

Stock-Based Compensation

For all awards, stock-based compensation expewsgmied is based on the fair value of the pontibstock-based payment awards that are
ultimately expected to vest, reduced for estiméoeiitures. US GAAP requires forfeitures to berested at the time of grant and revised, if
necessary, in subsequent periods if actual forfestdiffer from those estimates.

Derivatives

Bancorp offers interest rate swaps to customeiisinigsong-term fixed rate lending whereby Bancorp receivésrest at a fixed rate and p:
interest at a variable rate. Simultaneously, Bamentters into an interest rate swap agreementangtbrrespondent bank whereby Bancorp
pays interest at a fixed rate and receives intatestvariable rate. Because of matching termgfeétting contracts and the collateral
provisions mitigating any non-performance risk, mf@s in fair value subsequent to initial recogniti@ve an insignificant effect on earnings.

Bancorp’s interest rate swaps are recognized &s asets and liabilities in the consolidated ldasheet at fair value. Bancorp’s derivative
instruments have not been designated as hedgitrgrimsnts. These undesignated derivative instrunametsecognized on the consolidated
balance sheet at fair value, with changes in falue, due to changes in prevailing interest rategrded in other noninterest income.

Recently Adopted Accounting Pronouncements

In May 2011, the Financial Accounting Standardsf@q&ASB) issued Accounting Standards Update (ARY)2011-04Amendments to
Achieve Common Fair Value Measurement and DisceoRaquirements in U.S. GAAP and International FaiarReporting Standard
(Topic 820)-Fair Value Measuremeg#&SU 2011-04), to provide a consistent definitidrfair value and ensure that the fair value
measurement and disclosure requirements are singtareen U.S. GAAP and International Financial Répg Standards. ASU 2011-04
changes certain fair value measurement principidssahances the disclosure requirements partigutarlevel 3 fair value measurements.
ASU 2011-04 was effective for Bancorp during thietfgquarter of fiscal 2012 and was applied prospeyt

(2) Restrictions on Cash and Due from Banks

The Bank is required to maintain an average redaaience in cash or with the Federal Reserve Belakimg to customer deposits. The
amount of those required reserve balances was dpmtely $859,000 and $679,000 at December 31, 20822011, respectively.
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(3) Securities
The amortized cost, unrealized gains and losseisfaanvalue of securities available for sale fallo

December 31, 201 Amortized Unrealized
Securities available for sale Cost Gains Losses Fair Value
(in thousands)

U.S. Treasury and other U.S. government obligat $ 98,000 $ — $ — $ 98,00(
Government sponsored enterprise obligat 83,01 2,78¢ 56 85,74¢
Mortgagebacked securitie 137,40° 3,594 12C 140,88:
Obligations of states and political subdivisic 57,96. 2,84¢ 12 60,79:
Trust preferred securities of financial institutson 1,00( 18 — 1,01¢
Total securities available for sale $ 377,38. $ 9,24t $ 18¢ $ 386,44
December 31, 2011 Amortized Unrealized

Securities available for sale Cost Gains Losses Fair Value

(in thousands)

U.S. Treasury and other U.S. government obligat $ 115,00 $ — 8 — 8 115,00:
Government sponsored enterprise obligat 43,34¢ 2,83i — 46,18t
Mortgagebacked securitie 116,95¢ 3,56¢ 23 120,49!
Obligations of states and political subdivisic 66,75¢ 2,77¢ 33 69,50:
Trust preferred securities of financial institutson 1,00( 2 — 1,002
Total securities available for sale $ 343,05¢ $ 9,182 $ 56 $ 352,18!

No securities were sold in 2012 or 2011. Therenarsecurities held to maturity as of December2812 or 2011

In addition to the available for sale portfolioy@stment securities held by Bancorp include ceganurities which are not readily marketable,
and are carried at cost. This category includedihgs of Federal Home Loan Bank of Cincinnati (FHIsBock which are required for
borrowing availability, and are classified as nestd securities. Other securities consist of e@ainity Reinvestment Act (CRA) investme
which matures in 2014, and is fully collateralizeith a government agency security of similar dumati

Bancorp reviewed the investment in FHLB Stock aBetember 31, 2012, considering the FHLB equityitjwos its continuance of dividend
payments, liquidity position, and positive yearet@te net income. Based on this review, Bancogf ke opinion that its investment in FHI
stock is not impaired.

A summary of the available for sale investment gtes by maturity groupings as of December 31,2@&1shown below. Actual maturities
may differ from contractual maturities because sisaeers have the right to call or prepay obligaioThe investment portfolio includes
agency mortgage-backed securities, which are
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guaranteed by agencies such as the FHLMC, FNMAGNMA. These securities differ from traditionalbdesecurities primarily in that they
may have uncertain principal payment dates angrced based on estimated prepayment rates omtherlying collateral. Bancorp does not
have exposure to subprime originated mortgage-lshokeollateralized debt obligation instruments.

Securities available for sale Amortized Cost Fair Value
(in thousands)

Due within 1 yea $ 129,13t $ 129,25:
Due after 1 but within 5 yea 69,70¢ 72,74¢
Due after 5 but within 10 yea 27,35¢ 29,58¢
Due after 10 year 13,78( 13,971
Mortgage-backed securities 137,40° 140,88:
Total securities available for sale $ 377,38. $ 386,44(

Securities with a carrying value of approximatelyp8.2 million at December 31, 2012 and $125.4 aniliat December 31, 2011 were pled
to secure the accounts of commercial depositocash management accounts, public deposits, ancadeices for certain investment
management and trust accounts.

At year end 2012 and 2011, there were no holdifigecurities of any one issuer, other than the G&/ernment and its agencies, in an
amount greater than 10% of stockholders’ equity.

Securities with unrealized losses at December 312 2nd 2011, not recognized in income are asviistio

Less than 12 month: 12 months or more Total

Fair Unrealized Fair Unrealized Fair Unrealized
(In thousands) Value Losses Value Losses Value Losses
December 31, 201
Government sponsored enterprise obligat $ 29,9% $ 5¢ $ — 3 — $ 29,99¢ 56
Mortgage-backed securitie 16,60¢ 12¢ % — 3 — $ 16,60¢ $ 12C
Obligations of states and political subdivisions 2,292 12 — — 2,292 12
Total temporarily impaired securities $ 48,897 $ 18¢ $ — $ — $ 4889 $ 18€
December 31, 201.
Mortgage-backed securitie $ 5122 % 22 % — 3 — 5,122 23
Obligations of states and political subdivisions 2,644 17 1,021 1€ 3,66¢ 33
Total temporarily impaired securities $ 7,766 $ 4C $ 1,021 $ 1€ $ 8,781 $ 56

Unrealized losses on Bancorp’s investment secsittgtfolio have not been recognized in income bsedhe securities are of high credit
quality, and the decline in fair values is largélye to changes in the prevailing interest raterenwment since the purchase date. The fair
value is expected to recover as the securitieshrigir maturity date and/or the interest rate gmment returns to conditions similar to when
the securities were purchased. These investmengsst of 14 and 5 separate investment positiond Becember 31, 2012 and 2011,
respectively. Because management does not inteselltthe investments, and it is not likely thanBorp will be required to sell the
investments before recovery of their amortized cost
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bases, which may be maturity, Bancorp does notidenthese securities to be other-than-temporarifyaired at December 31, 2012.
(4) Loans

The composition of loans by primary loan portfadiegment follows:

December 31

(In thousands) 2012 2011

Commercial and industrii $ 426,93( $ 393,72¢
Construction and developme 131,25! 147,63
Real estate mortgag 989,63 966,66!
Consumer 36,78( 36,81«

$ 1,584,59. $ 1,544,84!

Loan balances include net deferred loan fees ofd®@7at December 31, 2012 and $32,000 at Decenihb@032. The Bank’credit exposui

is diversified with secured and unsecured loansdividuals and businesses. No specific industrycemtration exceeds ten percent of loans.
While the Bank has a diversified loan portfolia;usstomer’s ability to honor contracts is somewlegiahdent upon the economic stability
and/or industry in which that customer does businkesans outstanding and related unfunded commisrae primarily concentrated within
the Bank’s current market areas, which encompaskahisville, Indianapolis and Cincinnati metropati markets.

Bancorp occasionally enters into loan participaigneements with other banks in the ordinary coof$isiness to diversify credit risk. For
most participation loans, Bancorp has retaineccéffe control of the loans, typically by restrigithe participating institutions from pledging
or selling their share of the loan without pernossirom Bancorp. US GAAP requires the participgiedion these loans to be recorded as
secured borrowings. The participated portiondese loans are included in the commercial and tndukan totals above, and a
corresponding liability is reflected in other lidtes. At December 31, 2012 and 2011, the totatipipated portions of loans of this nature
were $7,658,000 and $30,324,000 respectively.

Loans to directors and their associates, inclutbags to companies for which directors are prinlojpeners, and executive officers are
presented in the following table.

Year ended December 31

Loans to directors and executive officer: 2012 2011

(in thousands)

Balance as of January $ 62z $ 64z
New loans and advances on lines of cr 6,691 11,92«
Repayments on loans and lines of cr 1,214 11,944
Balance as of December $ 6,09¢ $ 622

The higher amounts of advances and repaymentslih 2@ attributable to the implementation of dailyeep features on a working capital
line of credit to a company owned by one director.
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The following table presents the balance in themded investment in loans and allowance for loasds by portfolio segment and based on
impairment method as of December 31, 2012, 20112840.

Type of loan

December 31, 201 Commercial Construction Real estate

(in thousands) and industrial and developmen mortgage Consumer Total

Loans

Balance $ 426,93( $ 131,25! $989,63: $ 36,78( $ 1,584,59.

Balance: loans individually evaluated for
impairment $ 8,661 $ 10,86 $ 9,79¢ $ 4 $ 29,32¢

Balance: loans collectively evaluated for
impairment $ 418260 $ 120,39( $ 979,83t $ 36,77¢ $ 1,555,26!

Commercial Construction Real estate
and industrial and development mortgage Consumer  Unallocated Total

Allowance for loan losse:

Beginning balance December 31, 2( $ 7,36¢ % 354¢ $ 11,18 $ 54C $ 7,11 $ 29,74¢
Provision 3,02¢ 2,71¢ 6,30¢ (181) (367) 11,50(
Chargeoffs (4,529 (1,726 (3,45)) (79¢) — (10,499
Recoveries 84 — 24¢ 801 — 1,13¢

Ending balance December 31, 2012 $ 5,94¢ $ 453¢ $ 14,28t $ 36z $ 6,746 $ 31,88

Balance: allowance for loans individually
evaluated for impairmel $ 15¢ $ 2,89¢ $ 56 $ — $ 3,617

Balance: allowance for loans collectively
evaluated for impairme| $ 579 % 1,63¢ $ 13,72 $ 362 $ 6,74¢ $ 28,26¢

Type of loan

December 31, 201 Commercial Construction Real estate

(in thousands) and industrial and developmen mortgage Consumer Total

Loans

Balance $ 393,72¢ % 147,63 $ 966,66 $ 36,81« $ 1,544,84!

Balance: loans individually evaluated for
impairment $ 545¢ $ 2,41 $ 1417C $ 94 $ 22,13¢

Balance: loans collectively evaluated for
impairment $ 388,27( $ 145,22: $ 952,49! $ 36,72 $ 1,522,70

Commercial Construction Real estate
and industrial and development mortgage Consumer  Unallocated Total

Allowance for loan losse:

Beginning balance December 31, 2( $ 2,79 3% 2,280 $ 12,27 % 62 $ 757. $ 25,54
Provision 5,47¢ 2,85¢ 4,59 132 (459) 12,60(
Chargeoffs (1,015 (1,599 (5,840 (673 — (9,127
Recoveries 10¢ — 15¢ 457 — 723

Ending balance December 31, 2011 $ 7,36¢ % 3,54¢ $ 11,18: $ 54C $ 7,117 $ 29,74¢

Balance: allowance for loans individually
evaluated for impairmel $ 954 $ 10 $ 1597 $ — $ 2,561

Balance: allowance for loans collectively
evaluated for impairmel $ 6,41C $ 3,53¢ $ 9,58 $ 54C $ 7,11F $ 27,18¢
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Type of Loan

December 31, 201 Commercial Construction Real estate
(in thousands) and industrial and developmen mortgage Consumer Total
Loans
Balance $ 34395¢ $ 159,48. $ 968,44( $ 36,54, $ 1,508,42!
Balance: loans individually evaluated for

impairment $ 52C $ 70C $ 1595 $ 95 $ 17,27(
Balance: loans collectively evaluated for

impairment $ 34343 % 158,78. $ 95248' $ 36,45: $ 1,491,15

Commercial Construction Real estate
and industrial and development mortgage Consumer  Unallocated Total

Allowance for loan losse
Beginning balance December 31, 2( $ 4,091 $ 151¢ $ 6,51 $ 947 $ 6,931 $ 20,00(

Provision 8 2,94 8,04¢ (279 641 11,46¢

Chargeoffs (1,419 (2,21)) (2,450 (687) — (6,766

Recoveries 11F 26 163 53¢ — 84C
Ending balance December 31, 2010 $ 2,79 $ 228 $ 1227: $ 62: $ 757 $ 25,54
Balance: allowance for loans individually

evaluated for impairmel $ QN $ — $ 172« $ — $ 1,81«
Balance: allowance for loans collectively

$ 2,70¢ $ 228( $ 10,54t $ 62 $ 7,572 $ 23,72¢

evaluated for impairmel

Bancorp did not have any loans acquired with detatéd credit quality at December 31, 2012 or 2011.

Management uses the following portfolio segmenteaifs when assessing and monitoring the risk anfhpnance of the loan portfolio:

. Commercial and industrial

e Construction and development

. Real estate mortgage
. Consumer
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The following table presents loans individually exeded for impairment as of December 31, 2012, 20xid 2010.

Unpaid Average
December 31, 201 Recorded principal Related recorded
(in thousands) investment balance allowance investment
Loans with no related allowance recor¢
Commercial and industrii $ 6,73t $ 7,591 $ 6,22¢
Construction and developme 352 2,18 2,091
Real estate mortga¢ 6,99¢ 7,752 5,39
Consumer 4 25 21
Subtotal 14,08 17,55t 13,74
Loans with an allowance record
Commercial and industri 1,932 5,10z 15€ 3,29/
Construction and developme 10,51 11,13¢ 2,89¢ 5,92¢
Real estate mortga( 2,79¢ 2,94¢ 562 6,14¢
Consumer — — — —
Subtotal 15,24: 19,18¢ 3,617 15,36¢
Total
Commercial and industrii $ 8,661 $ 12,69 15¢€ $ 9,52(
Construction and developme 10,86: 13,32: 2,89¢ 8,02¢
Real estate mortga¢ 9,79¢ 10,70( 562 11,54
Consumer 4 25 — 21
Total $ 29,32¢ $ 36,74 3,611 $ 29,10¢
Unpaid Average
December 31, 201 Recorded principal Related recorded
(in thousands) investment balance allowance investment
Loans with no related allowance recor(
Commercial and industrii $ 694 $ 92C $ 951
Construction and developme 2,31¢ 2,31¢ 1,97¢
Real estate mortga( 6,45: 6,45 6,35:
Consumer 94 94 83
Subtotal 9,557 9,78¢ 9,36¢
Loans with an allowance record
Commercial and industrii 4,76k 6,41°F 954 2,447
Construction and developme 10C 10C 10 2C
Real estate mortga( 7,710 11,96: 1,59 7,24¢
Consumer — — — 1C
Subtotal 12,58: 18,47 2,561 9,72¢
Total
Commercial and industrii $ 5,45¢ $ 7,33t 954 $ 3,39¢
Construction and developme 2,41¢ 2,41¢ 10 1,99¢
Real estate mortga( 14,17( 18,41¢ 1,597 13,60:
Consumer 94 94 — 93
Total $ 22,13¢ $ 28,26( 2,561 $ 19,09:
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Unpaid Average

December 31, 201 Recorded principal Related Recorded
(in thousands) investment balance allowance Investment
Loans with no related allowance recor¢

Commercial and industrii $ 42C % 1,982 $ 25C

Construction and developme 70C 70C 35(

Real estate mortga( 8,72( 9,45t 5,56¢

Consumer 95 14C 64
Subtotal 9,93¢ 12,271 6,22¢
Loans with an allowance record

Commercial and industri $ 10C $ 292 % 90 $ 373

Construction and developme — — — 2,12:

Real estate mortga( 7,23t 7,23¢ 1,72¢ 5,51t

Consumer — — — —
Subtotal 7,33¢ 7,52 1,81¢ 8,011
Total

Commercial and industrii $ 52C $ 2,27/ $ 90 $ 623

Construction and developme 70C 70C — 2,47:

Real estate mortga¢ 15,95¢ 16,69( 1,724 11,08(

Consumer 95 14C — 64
Total $ 17,270 $ 19,80 $ 1,81 $ 14,24(

Differences between the recorded investment amanaghe unpaid principal balance amounts are apartial charge-offs which have
occurred over the life of the loans.

Interest income on impaired or non-accrual loaastidasis) was $157,000, $391,000 and $250,0001, 2011, and 2010, respectively.
Interest income that would have been recordednfaxxrual loans were on a current basis in accaelaiith their original terms was
$1,167,000, $1,104,000 and $1,192,000 in 2012, 20812010, respectively.

Impaired loans include non-accrual loans and |l@aesunted for as troubled debt restructurings (T)D®RBich continue to accrue interest.
Non-performing loans include the balance of impair@ahk plus any loans over 90 days past due anadatiiling interest. Loans past due
more than 90 days or more and still accruing irsteaenounted to $719,000 and $1,160,000 at Dece®ih@012 and 2011, respectively.

The following table presents the recorded investrirenon-accrual loans as of December 31, 2012284

(In thousands) 2012 2011
Commercial and industri $ 155 $ 2,66t
Construction and developme 10,86: 2,41¢
Real estate mortga( 5,93¢ 13,56:
Consumer 4 94
Total $ 18,36( $ 18,73
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On December 31, 2012 and 2011, Bancorp had $11lidmand $3.4 million of loans classified as TDRaspectively. The following table
presents the recorded investment in loans modifieticlassified as TDRs during the years ended Deee81, 2012 and 2011.

Pre-modification Pos+-modification
December 31, 201 Number of outstanding recorded outstanding recorded
(dollars in thousands) contracts investment investment
Commercial & industria 3 % 5752 $ 5,752
Real estate mortgage 5 3,86: 3,86:
Total 8 $ 9,614 $ 9,614

Pre-modification Pos+-modification
December 31, 201 Number of outstanding recorded outstanding recorded
(dollars in thousands) contracts investment investment
Commercial & industria 4 % 2,79¢ $ 2,79¢
Real estate mortgage 2 2,09¢ 2,09¢
Total 6 $ 489 $ 4,89:

The following table presents the recorded investrirelnans accounted for as TDR that experiencpdyanent default during the year ending
December 31, 2012 and 2011.

December 31, 201. Number of

(dollars in thousands) Contracts Recorded investmen
Commercial & industria 1 3 627
Real estate mortgage 1 29k
Total 2 3 922

December 31, 201 Number of

(dollars in thousands) Contracts Recorded investmen
Real estate mortgage 1 9 1,73
Total 1 3 1,735

Prior to 2011, Bancorp had not experienced loanswtted for as TDR that subsequently defaultece [®ans in the 2012 table directly
above are related to one borrower and managemimiagss minimal loss exposure to this credit aftansideration of collateral. At
December 31, 2012, loans accounted for as TDRdedumodifications from original terms due to bantoy proceedings and modifications
of amortization periods due to customer financifflallties. Some loans accounted for as TDR$uded temporary suspension of principal
payments, resulting in payment of interest onlfaefe has been no forgiveness of principal for l@at®unted for as TDRs. Loans accoul
for as TDRs, which have not defaulted, are indigljuevaluated for impairment and, at December2®1.,2, had a total allowance allocation
of $295,000, compared to $1,167,000 at Decembe2(ll1.

At December 31, 2012, Bancorp had outstanding comemits to lend additional funds totaling $187,00®drrowers who have had loans
modified as TDRs. At December 31, 2011, there wereutstanding commitments for loans modified BRS.
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The following table presents the aging of the rdedrinvestment in past due loans as of Decembe&t@P, and 2011.

Greater
than
90 days Recorded
past due investment >
3C-59 days 60-89 days (includes Total Total 90 days anc
(in thousands) past due past due non-accrual) past due Current loans accruing
December 31, 201:
Commercial and industrii $ 21z $ 42 $ 1,55¢ $ 1,80¢ $ 425,12 $ 426,93( $ =
Construction and developme — 4,28¢ 10,86: 15,14¢ 116,10° 131,25! —
Real estate mortga( 3,771 1,952 6,424 12,147 977,48: 989,63 48t
Consumer 79 — 23€ 317 36,46 36,78( 234
Total $ 4,06z $ 6,27¢ $ 19,07¢ $29,41¢ $ 155517 $ 158459 $ 71€
December 31, 201.
Commercial and industrii $ 98¢ $ 162 $ 2,66t $ 3,816 $ 389,91l $ 393,72¢ $ —
Construction and developme 86 — 2,41¢ 2,50z 145,13t 147,63 —
Real estate mortga( 8,52( 957 14,72 24,19¢ 942,46t 966,66 1,16(
Consumer 33€ — 94 43C 36,38¢ 36,81« —
Total $ 9,931 $ 1,11¢ $ 19,897 $30,947 $ 151389 $ 154484 $ 1,16(C

Bancorp categorizes loans into credit risk categobiased on relevant information about the ahifityorrowers to service their debt such as:
current financial information, historical paymemperience, credit documentation, public informatéom current economic trends. Pestgd
loans included all risk-rated loans other than ¢hdassified as special mention, substandard, antfll, which are defined below:

»  Special Mention: Loans classified as special noeritiave a potential weakness that deserves manatsmlese attention. These
potential weaknesses may result in deterioratiorepdyment prospects for the loan or of the Bankeslit position at some future
date.

» Substandard: Loans classified as substandardadeduately protected by the current net worthpayihg capacity of the obligor
or of collateral pledged, if any. Loans so cldssithave a well-defined weakness or weaknessegethigdrdize repayment of the
debt. They are characterized by the distinct pbd#githat the Bank will sustain some loss if ttieficiencies are not corrected.

e Substandard non-performing: Loans classified astsmdard-non-performing have all the charactessif substandard loans and
have been placed on non-accrual status or havedoeennted for as troubled debt restructurings.

+  Doubtful: Loans classified as doubtful have adl theaknesses inherent in those classified as swlesty with the added
characteristic that the weaknesses make colleotiosapayment in full, on the basis of currentlystixig facts, conditions and values,
highly questionable and improbable.
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As of December 31, 2012 and 2011, the risk categari loans were as follows:

Credit risk profile by internally assigned grade
(in thousands)

Construction
Commercial and Real estate
and industrial development mortgage Consumer Total
December 31, 2012
Grade
Pass $ 404,04 $ 113,55¢ 925,67« 36,54: 1,479,82
Special mentiol 11,097 6,831 26,77( — 44,69¢
Substandar 4,48: — 26,90: — 31,38
Substandard n¢« performing 7,30¢ 10,86: 10,28¢ 23€ 28,69:¢
Doubtful — — —
Total $ 426,93( $ 131,25: 989,63: 36,78( 1,584,59.
December 31, 201.
Grade
Pass $ 356,09 $ 132,84¢ 896,21 36,70¢ 1,421,86:
Special mentiol 15,15¢ 6,007 33,81¢ 11 54,99(
Substandar 17,02¢ 6,36¢ 21,30( — 44,69«
Substandard n¢« performing 5,45¢ 2,41¢ 15,33( 94 23,29¢
Doubtful — — — — —
Total $ 393,72¢ $ 147,63 966,66! 36,81« 1,544,84!
(5) Premises and Equipment
A summary of premises and equipment follows:
December 31
(In thousands) 2012 2011
Land $ 4,58¢ $ 4,58¢
Buildings and improvemen 40,53( 35,85(
Furniture and equipme 15,99¢ 18,30
Construction in progres 26¢ 3,57¢
61,38: 62,32:
Accumulated depreciation and amortizat (24,857 (25,717)
$ 36,563: $ 36,61’

Depreciation expense related to premises and eguipwas $3,147,000 in 2012, $2,914,000 in 2011$2)845,000 in 2010.

61




Table of Contents
(6) Other Assets

A summary of the major components of other assetdf ®ecember 31, 2012 and 2011 follows:

(in thousands) 2012 2011
Net deferred tax ass $ 12,53¢ $ 9,581
Cash surrender value of life insurance other th@h.IE 9,61« 9,71¢
Other real estate owned and other foreclosed po 7,36¢ 7,77:
Investments in tax credit related ventu 7,32¢ 7,93:
Mortgage servicing rights (MSR 2,08¢ 1,63(
FDIC prepaid assessme 1,732 3,10¢
Other short term receivabl 1,28¢ 1,27
Common securities of S.Y. Bancorp Capital Tru 90C 90C
Goodwill 682 682
Investment in bank in expansion mar 52C 52C
Domestic private investment ful — 2,42(
Other 7,351 5,30¢
$ 51,407 $ 50,84«

Bancorp maintains life insurance policies othentB®LI in conjunction with its non-qualified defiddenefit and non-qualified
compensation plans.

In 2009, the FDIC required insured institutionptepay three years of estimated insurance assetsreatrengthen the cash position of the
Deposit Insurance Fund without immediately impagarnings of the banking industry. Bancorp’s pié¢@ssessment, paid in
December 2009, totaled $6,458,000 and will be ameattbased on quarterly FDIC assessments, likédy2014.

MSRs are amortized in proportion to and over théopeof estimated net servicing income, considedpgropriate prepayment assumptions.
MSRs are evaluated quarterly for impairment by carmg the carrying value to the fair value. Theneated fair values of MSRs at
December 31, 2012 and 2011 were $2,702,000 an@&D@0, respectively. The total outstanding ppatbalances of loans serviced for
others were $374,079,000 and $287,579,000 at Dexre®ih 2012, and 2011 respectively.

Changes in the net carrying amount of MSRs folydar's ended December 31, 2012 and 2011 are shaive following table.

(in thousands) 2012 2011

Balance at January $ 1,63 $ 1,78t
Originations 1,27¢ 571
Amortization (81€) (72€)
Balance at December 31 $ 2,08t $ 1,63(
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(7) Income Taxes

The components of income tax expense (benefit) iperations for the years ended December 31, 22, and 2010 were as follows:

Year ended December 31
(In thousands) 2012 2011 2010

Current tax expens

Federal $ 11,89t $ 9,74¢ % 10,01(

State 672 511 611
Total current tax expense 12,56° 10,25¢ 10,62:
Deferred tax benef

Federal (2,800 (1,939 (1,507)

State (133%) (134) (54)
Total deferred tax benefit (2,939 (2,06¢) (1,55€6)
Total income tax expense $ 9,63¢ $ 8,191 $ 9,06t

The components of income tax (benefit) expenserdecbdirectly to stockholders’ equity for the yearsled December 31, 2012, 2011, and
2010 were as follows:

Year ended December 31

(In thousands) 2012 2011 2010
Unrealized (loss) gain on securities availableste $ (24) $ 1,36: $ 58(C
Reclassification adjustment for securities gairdized in income — — (56)
Compensation expense for tax purposes in excemsnodints recognized for

financial reporting purpost (83 (125) (240
Minimum pension liability adjustment 2 (117 (17
Total income tax (benefit) expense recorded diyectistockholders’ equity $ (105) $ 1,12¢ $ 367
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An analysis of the difference between the statutony effective tax rates from operations for thergeended December 31, 2012, 2011, and
2010 were as follows:

Year ended December 31

2012 2011 2010
U.S. federal income tax rate 35.(% 35.(% 35.(%
Tax exempt interest incon (3.9 (3.7 3.3
Tax credits (2.2 (2.6) (2.5
Cash surrender value of life insurar (1.9 (1.5 (2.0
State income taxe 1.C 0.¢ 11
Establish deferred taxes on tax credit investm — (2.2 —
Other, net (0.9 (0.1 —
27.2% 25.8% 28.2%

The increased level of income tax expense from 202D12 primarily reflected a 2011 adjustmentmgraximately $700,000 to Bancorp’s
deferred tax asset that relates to tax-advantagestiments that Bancorp has made in its primarketarea over the years.

The effects of temporary differences that gavetassignificant portions of deferred tax assets deférred tax liabilities for the years ended
December 31, 2012 and 2011 were as follows:

December 31

(In thousands) 2012 2011

Allowance for loan los $ 11,498 $ 10,72«
Deferred compensatic 3,95( 3,36:
Accrued expense 1,451 412
Investments in partnershi 713 74¢
Write-downs and costs associated with other real estated 1,33t 573
Other assets 847 847
Total deferred tax assets 19,79: 16,66¢
Securities 4,08¢ 4,101
Property and equipme 1,162 1,21z
Loan costs 64¢ 592
Prepayment penalty on modification of FHLB advar 263 36¢
Mortgage servicing right 703 53¢
Other liabilities 38¢ 274
Total deferred tax liabilities 7,252 7,081
Net deferred tax ass $ 12,53t $ 9,581

No valuation allowance for deferred tax assetswasrded as of December 31, 2012 and 2011 becarsm®B has sufficient prior taxalk
income, future projected taxable income, and taxipihg strategies to allow for utilization of theduictible temporary differences and capital
loss carryforwards within the carryforward periddanagement believes it is more likely than not #lbdeferred tax assets will be realized.

US GAAP provides guidance on the financial stateamecognition and measurement of tax positionsrtake expected to be taken, in tax
returns. As of December 31, 2012 and 2011, thesgamount of
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unrecognized tax benefits was $70,000 and $101r@8fectively. If recognized, all of the tax beétsefvould increase net income, resultin
a decrease in the effective tax rate.

Bancorp’s policy is to report interest and penalti€any, related to unrecognized tax benefitmaome tax expense. As of December 31,
2012 and 2011, the amount accrued for the potgudiainent of interest and penalties was $4,000 &r@D®, respectively. Federal and state
income tax returns are subject to examinationHertax return years after 2008.

A reconciliation of the amount of unrecognized bexefits for the years ended December 31, 2012@h#l were as follows:

(In thousands) 2012 2011

Balance as of January $ 101 $ 23C
Increase:- current year tax positior 10 11
Increase:- prior year tax position — 5
Settlement: — (77)
Lapse of statute of limitations (42) (74)
Balance as of December 31 $ 70 $ 101

(8) Deposits
The composition of interest bearing deposits folow

December 31

(In thousands) 2012 2011

Interest bearing demai $ 345,73¢ $ 297,91¢
Savings 84,79¢ 70,96«
Money marke 579,68t 526,60!
Time deposits greater than $250,( 45,88t 44,70°
Other time deposits 329,42t 363,96(

$ 1,385,53. $ 1,304,15:

Interest expense related to certificates of dewaitother time deposits in denominations of $1@®@ more was $1,855,000, $2,575,000,
and $3,445,000, respectively, for the years endszeBber 31, 2012, 2011 and 2010.

At December 31, 2012, the scheduled maturitiegvd tleposits were as follows:

(In thousands)

2013 $ 241,53!
2014 75,87¢
2015 31,27
2016 15,28:¢
2017 and thereafter 11,34¢

$__ 3753L

Deposits of directors and their associates, inalgidieposits of companies for which directors amecipal owners, and executive officers w
$29,819,000 and $3,800,000 at December 31, 2012@ht respectively.
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At December 31, 2012 and 2011, Bancorp had $814060482,000, respectively, of deposits accountsérdraft status and thus have
been reclassified to loans on the accompanyingadiolated balance sheets.

(9) Securities Sold Under Agreements to Repurchasad Other Short-Term Borrowings

Securities sold under agreements to repurchase fareling source of the Bank and are primarily usgdommercial customers in
conjunction with corporate cash management acco8ntsh repurchase agreements are considered filgaagieements and generally mat
within one business day from the transaction datermation concerning securities sold under agm@sito repurchase is summarized as
follows:

December 31

(Dollars in thousands) 2012 2011
Average balance during the ye $ 59,86: $ 61,59¢
Average interest rate during the y 0.3(% 0.41%
Maximum montl-end balance during the ye $ 64,58: $ 69,81¢

(10) Advances from the Federal Home Loan Bank

The Bank had outstanding borrowings of $31.9 milléd December 31, 2012, via five separate advafoeswo advances totaling $30
million, both of which are non-callable, interestyments are due monthly, with principal due at migtuFor the third advance of $420,000,
principal and interest payments are due monthlgthas a 15 year amortization schedule. For thé fima advances totaling $1,462,000,
principal and interest payments are due monthlgthas a 30 year amortization schedule. In the dpirater of 2012, Bancorp restructured
and extended terms on three advances with FHLBtiegun lower interest cost over the remainingniesf these advances. Prepayment
penalties totaling $872,000 were incurred. In adance with US GAAP, prepayment penalties associatidthe modification of advances
were amortized over the life of the new advanced,veere recorded as interest expense, resultieffeative interest rates greater than the
contractual rate paid to FHLB. In the fourth quad&2012, Bancorp prepaid these same three adsamoeirring prepayment penalties
totaling $265,000. These new prepayment penaltidslze remaining unamortized prepayment penalvieding $790,000 were each recor
as interest expense in the fourth quarter of 20h2. following is a summary of the contractual méites and average effective rates of
outstanding advances:

December 31, 201. December 31, 201

(In thousands) Advance Rate Advance Rate
2013 $ 10,00( 1.9(% $ 20,00( 1.55%
2014 — — 20,00( 2.4%
2015 20,00( 3.34%% 20,00( 3.3%%
2024 42C 2.4% 431 2.4(%
2028 1,462 1.4€% — —

$ 31,88 27% $ 60,43: 2.44%

Advances from the FHLB are collateralized by cerammercial and residential real estate mortgaged under a blanket mortgage
collateral agreement and FHLB stock. The Bank vithvesborrowings as an effective alternative to bigtost time deposits to fund loan
growth. At December 31, 2012, the amount of ab&laredit from the FHLB totaled $132.2 million.
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(11) Subordinated Debentures

In 2008, Bancorp formed S.Y. Bancorp Capital THyst Delaware statutory trust and 100%-owned faeasubsidiary. S.Y. Bancorp Capital
Trust Il issued $30.0 million of 10% fixed rate cuiattive trust preferred securities and investedofoeeeds, along with $900,000 received
from the purchase of its common equity securiiie$30.9 million of a fixed rate subordinated detoee of Bancorp. The principal asset of
S.Y. Bancorp Capital Trust Il is a $30.9 milliorbsudinated debenture of Bancorp. The interestaateoth the trust preferred securities and
the subordinated debentures is fixed at 10.00%c&a may redeem all or part of the trust prefeseclrities at any time on or after
December 31, 2013 at a redemption price equal @4616f the aggregate liquidation amount of the tpueferred securities plus any
accumulated and unpaid distributions thereon taltite of redemption. The trust preferred securéressubject to mandatory redemption
when the subordinated debenture is paid at matuwi®038 or upon any earlier redemption of the délres. The trust preferred securities
may also be redeemed at any time in the eventafgds in certain laws or regulations. The oblagatiof Bancorp with respect to the
issuance of the Securities constituted a full amcbaditional guarantee by Bancorp of the Trustgaltion with respect to the Securities.
Issuance costs are being recognized as non-inexpshse over the life of the Securities, and umtineadl issuance costs at December 31,
2012 were $1,353,000. The primary source of fundpéyments of the debentures is the current castand of the Bancorp, as well as
future dividends received from the Bank, whichifsited by regulatory dividend restrictions. See &6 to Bancorp’s consolidated financial
statements for details on dividend restrictions.

In 2008, the Bank issued $10 million of subordidadebt. The debentures were schedule to mat@lif, with a call option to the Bank on
or after December 31, 2010. The only financialea@ant of the debt agreement required that the Bamkin well capitalized as defined by
primary regulator. In the first quarter of 2013r8orp exercised its call option and prepaid thmsilinated debentures without penalty.

(12) Preferred Stock

Bancorp has a class of preferred stock (no paryalw00,000 shares authorized), the relative sigiteferences and other terms of which or
any series within the class will be determinedhmyBoard of Directors prior to any issuance. Tneferred stock was established in
connection with a shareholdergjhts plan adopted in 2003, for which 400,000 share reserved and would be issued upon the eccero
certain triggering events. None of this stock hadn issued to date. The shareholder rightsvplhexpire in 2013.

(13) Net Income per Share and Common Stock Dividersd

The following table reflects the numerators (nebime) and denominators (average shares outstarfdirilie basic and diluted net income
per share computations:

(In thousands, except per share date 2012 2011 2010

Net income, basic and dilutt $ 25,80: $ 23,60 $ 22,95
Average shares outstandi 13,87¢ 13,78¢ 13,68¢
Effect of dilutive securities 57 48 9C
Average shares outstanding including dilutive siiesr 13,93 13,83« 13,77¢
Net income per share, ba: $ 186 $ 171§ 1.6¢
Net income per share, dilut $ 1.8t $ 171 $ 1.67
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(14) Employee Benefit Plans

The Bank has a combined employee stock ownershigeofit sharing plan (‘KSOP”)The plan is a defined contribution plan and is ladé
to all employees meeting certain eligibility reguirents. Employer expenses related to contributmitise plan for 2012, 2011, and 2010 w
$1,512,000, $1,449,000, and $1,393,000, respeytifEahployee and employer contributions are madeeaordance with the terms of the
plan. As of December 31, 2012 and 2011, the KSQdP484,075 and 458,600, respectively, shares ot8gnstock.

In addition the Bank has non-qualified “excessnglanto which directors and certain senior officeigy defer director fees or salary. The
Bank matched certain executives’ contributions th®senior officers’ plan amounting to approxinia®146,000, $75,000, and $119,000 in
2012, 2011 and 2010 respectively. At DecembefB12 and 2011, the amounts included in other li&slin the consolidated financial
statements for this plan were $2,954,000 and $20883 were comprised primarily of participants’ tidbutions, and represented the fair
value of mutual fund investments directed by papénts.

The Bank sponsors an unfunded, non-qualified, @dfivenefit retirement plan for four key officersdtcurrent, and two retired), and has no
plans to increase the number of participants. Bisneest based on 20 years of service. Bancogg adDecember 31 measurement date for
this plan. At December 31, 2012 and 2011, the mctated benefit obligation for the plan includedther liabilities in the consolidated
financial statements was $2,247,000 and $2,2361@8p¢ctively. Discount rates of 3.79% and 3.958tewused in 2012 and 2011,
respectively, in determining the actuarial preseitie of the projected benefit obligation. Theuacially determined pension costs are
expensed and accrued over the service period, emafits are paid from the Bank’s assets. The Baalktains life insurance policies on
certain current and former executives, the incormmfwhich helps offset the cost of benefits. Tihbility for the Bank’s plan met the benefit
obligation as of December 31, 2012 and 2011.

Information about the components of the net pecib@inefit cost of the defined benefit plan follows:

Year ended December 31
(in thousands) 2012 2011 2010

Components of net periodic benefit cost
Service cos $ — — 3 —
Interest cos 83 86 96
Expected return on plan ass — — —
Amortization of prior service co: — — —
Amortization of net losses 60 56 27

Net periodic benefit cost $ 14  $ 14z $ 128

The benefits expected to be paid in each year #0138 to 2017 are listed in the table below.

(In thousands) Benefits

2013 $ 12%
2014 84
2015 84
2016 84
2017 84
Beyond 2017 3,53(
Total future payments $ 3,98¢
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The expected benefits to be paid are based orathe assumptions used to measure the Bank’s bebéfjation at December 31, 2012.
There are no obligations for other post-retirenaamt post-employment benefits.

(15) Stock-Based Compensation

The fair value of all new and modified awards gealyinet of estimated forfeitures, is recognizedampensation expense over the respective
service period. Forfeiture estimates are baseugiarical experience.

Bancorp currently has one stock-based compensaliéon Initially, in the 2005 Stock Incentive Pldinere were 735,000 shares of common
stock reserved for issuance of stock based awand2010, shareholders approved a proposal to aiten®005 Stock Incentive Plan to
reserve an additional 700,000 shares of commolik $twéssuance under the plan. As of DecembeB12, there were 580,467 shares
available for future awards. Bancorp’s 1995 Stisalentive Plan expired in 2005; however, optiorenggd under this plan expire as late as
2015.

Options and stock appreciation rights (SARs) grugienerally have been subject to a vesting sched®@8% per year. Restricted shares
generally vest over three to five years. All aveandder both plans have been granted at an exgriigeequal to the market value of
common stock at the time of grant; options and S&Rsre ten years after the grant date unlessifedeue to employment termination.

As required, Bancorp reduces future stock-basedeasation expense by estimated forfeitures atiduet glate. These forfeiture estimates
are based on historical experience. Bancorp ltagrezed stock-based compensation expense, wilanies and employee benefits in the
consolidated statements of income, as follows:

2012 2011 2010
Stock-based compensation expense before incomg taxe $ 1,481,000 $ 1,165,000 $ 952,00(
Deferred tax benefit 518,00( 408,00( 333,00(
Reduction of net income $ 963,000 $ 757,000 $ 619,00(

As of December 31, 2012 Bancorp has $3,149,000w&fangnized stock-based compensation expense ithaewecorded as compensation
expense over the next five years as awards vestcdp received cash of $937,000, $692,000 and,8@853rom the exercise of options
during 2012, 2011 and 2010, respectively.

The fair value of Bancorp’s stock options and SA&Rs estimated at the date of grant using the B&ateles option pricing model, a leading
formula for calculating the value of stock optia@rsl SARs. This model requires the input of subjectissumptions, changes to which can
materially affect the fair value estimate. The faitue of restricted shares is determined by Baris@losing stock price on the date of grant.
The following assumptions were used in option aA& S$aluations:

Assumptions 2012 2011 2010
Dividend yield 2.52% 2.4&% 2.1&%
Expected volatility 22.0% 22.6% 23.81%
Risk free interest rai 1.44% 2.9(% 3.57%
Forfeitures 4.2(% 6.07% 5.96%
Expected life of options (in years) 7.6 7.5C 7.6

The expected life of options and SARs is basedctuehexperience of past like-term options. Baparaluated historical exercise and post-
vesting termination behavior when determining tkgeeted life for
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options granted during 2012, 2011 and 2010. Thieleind yield and expected volatility are based isitohnical information corresponding to
the expected life of options and SARs granted. é&pected volatility is the price volatility of thanderlying shares for the expected term
monthly basis. The risk free interest rate isithplied yield currently available on U. S. Treasissues with a remaining term equal to the
expected life of the options.

A summary of stock option and SARs activity anéted information for the year ended December 31226llows.

Weighted
Weighted Weighted average
average Aggregate average remaining
Options Exercise price exercise intrinsic fair contractual
(in thousands, except price and year and SARs per share price value value life (years)
At December 31, 201
Vested and exercisak 681 $ 18.6-26.8: $ 22.9. % 16C $ 5.1¢ 3.6
Unvested 232 21.0:-26.8: 22.8( — 5.22 7.7
Total outstanding 91z 18.62-26.8: 22.9( 16C 5.1¢ 4.9
Grantec 99 22.8€-23.5¢ 22.81 78 3.9¢
Exercisec (72) 18.62-23.37 18.7¢ 30t 3.8t
Forfeited (14 20.71-26.8: 23.61 2 5.21
At December 31, 201
Vested and exercisak 681 20.17-26.8: 23.4z% 271 5.32 3.5
Unvested 24¢€ 21.03-26.8: 22.62 77 4.67 7.9
Total outstanding 927 20.17-26.8¢ 2321 $ 34¢ 5.1% 7
Vested during year 80 21.0%-26.8: 2348 $ 28 5.32

Intrinsic value for stock options is defined as #meount by which the current market price of thdertying stock exceeds the exercise price.
The aggregate intrinsic value of stock options 8AdRs exercised in 2012, 2011 and 2010 was $305%82%,000 and $1,122,000,
respectively. The aggregate intrinsic value olstoptions exercised was calculated as the diffarémthe closing price of Bancorp’s
common shares on the date of exercise and theisxgnice, multiplied by the number of shares egext

The weighted average Black-Scholes fair valuegptibas and SARs granted in 2012, 2011 and 2010 $@&8, $5.04 and $5.31,
respectively.

In 2012, Bancorp granted 57,156 shares of restricbenmon stock at a weighted average current market of $22.71. In 2012 and 2011,
Bancorp awarded performance-based restricted sinitk (RSUs) with fair values of $20.57 and $211@8pectively to executive officers of
the Bank, the thregear performance period for which began Januarytheoaward year. Bancorp believes the most likelsting of all RSU
will be 39,525 shares of common stock. No stodioog have been granted since 2007.
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Options and SARs outstanding, stated in thousatd3ecember 31, 2012 were as follows:

Number of Weighted average

options and Options and exercise price of

SARs SARs options and SARs

Expiration outstanding exercisable outstanding

2013 87 87 $ 20.1:
2014 132 132 22.7(
2015 1 1 20.9(C
2016 157 157 24.0i
2017 12¢ 12¢ 26.81
2018 92 79 23.3i
2019 89 54 22.1¢
2020 82 33 21.0¢
2021 64 13 23.7¢
2022 98 — 22.8i
927 681 $ 23.21

(16) Dividend Restriction

Bancorp’s principal source of cash revenues igdéivds received from the Bank. On January 1 ofyaay, the Bank’s regulatory dividend
restriction represents the Bank’s net income ofptti@r two years less any dividends paid for thmesawo years. At December 31, 2012, the
Bank may pay up to $55.0 million in dividends tonBarp without regulatory approval subject to thgang capital requirements of the
Bank.

(17) Commitments and Contingent Liabilities

As of December 31, 2012, Bancorp had various comaiits outstanding that arose in the normal courbesiness, including standby letters
of credit and commitments to extend credit, whitdh aroperly not reflected in the consolidated ficiahstatements. In managemendpinion
commitments to extend credit of $401.1 million irdihg standby letters of credit of $14.8 milliopresent normal banking transactions, and
no significant losses are anticipated to resulinftbese commitments as of December 31, 2012. Canents to extend credit were $332.2
million, including letters of credit of $13.3 mifin, as of December 31, 2011. Bancorp’s maximunosue to credit loss in the event of
nonperformance by the other party to these comnmitsnis represented by the contractual amount sktiestruments. Bancorp uses the same
credit and collateral policies in making commitneeabhd conditional guarantees as for on-balancd stfgriments. Commitments to extend
credit are agreements to lend to a customer asdsithyere is no violation of any condition estdtdisin the contract. Commitments generally
have fixed expiration dates or other terminati@usks. Commitments to extend credit are mainly madef commercial lines of credit,
construction and home equity credit lines. Sinaasof the commitments are expected to expire witheing drawn upon, the total
commitment amounts do not necessarily representdidash requirements. Bancorp evaluates eachneeissocreditworthiness on a case by
case basis. The amount of collateral obtainedsedan management’s credit evaluation of the custo@ollateral held varies but may
include accounts receivable, inventory, equipmamd, real estate.

Standby letters of credit and financial guaranteetien are conditional commitments issued by tla@IBto guarantee the performance of a
customer to a third party. Those guarantees anegpitiy issued to support private borrowing arrangats. Standby letters of credit generally
have maturities of up one to two years.
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The Bank leases certain facilities under non-cafdeloperating leases. Future minimum lease comenitsrfor these leases are outlined in
the table below.

Year Total amount
2013 $ 1,573,00!
2014 905,00(
2015 832,00(
2016 895,00(
2017 842,00(

Thereafter 2,767,001

Rent expense, net of sublease income, was $1,®@5H@D12, $1,804,000 in 2011, and $1,940,000 020

To provide service to commercial accounts, Baneddp customers with swap contracts and lettersedfits with other financial institutions.
Accordingly, Bancorp has entered into agreemenggitzantee performance of several customers’ attetveith other financial institutions.
Bancorp will make payments under these agreemkatstuistomer defaults on its obligations to theeofinancial institutions. The terms of
the agreements range from 2 to 10 months. The mawipotential future payment guaranteed by Bancarmot be readily estimated beca

it is dependent upon the fair value of the confrattthe time of default. If an event of defaultadincontracts had occurred at December 31,
2012, Bancorp would have been required to make pagsrof approximately $2.7 million. No paymentséaver been required as a result of
default on these contracts. These agreements erehy collateralized — generally with real propest, equipment, inventories and
receivables — by the customer, which limits Bantogpedit risk associated with the agreements.

Also, as of December 31, 2012, in the normal coafdmisiness, there were pending legal actiongsaockedings in which claims for
damages are asserted. Management, after discwegisiolegal counsel, believes the ultimate resulthefse legal actions and proceedings will
not have a material adverse effect on the congelidfinancial position or results of operation®Bahcorp.

(18) Fair Value Measurements

Bancorp follows the provisions of the authoritatjngdance for fair value measurements. This guidas definitional and disclosure orien
and addresses how companies should approach nrepfairivalue when required by US GAAP. The guidapoescribes various disclosures
about financial statement categories and amounitshvare measured at fair value, if such disclosaresot already specified elsewhere in
US GAAP.

The authoritative guidance defines fair value asptice that would be received to sell an asspat to transfer a liability in an orderly
transaction between participants at the measuredagdat FASB ASC 820-10 also establishes a hieraiclyyoup assets and liabilities carried
at fair value in three levels based upon the markewvhich the assets and liabilities trade anddfiability of assumptions used to determine
fair value. These levels are:

* Levell Valuation is based upon quoted pricesdentical instruments traded in active markets.

 Level 2 Valuation is based upon quoted pricesiimilar instruments in active markets, quotedgsifor identical or similar
instruments in markets that are not active, andehbdsed valuation techniques for which all sigmifit assumptions are observable
in the market.

« Level 3 Valuation is generated from model-basatiniques that use significant assumptions notreabke in the market. These
unobservable assumptions would reflect our owmestis of assumptions that market participants wosidin pricing the asset or
liability. Valuation techniques could include prigimodels, discounted cash flows and other sirtglenniques.
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Bancorp’s policy is to maximize the use of obselgalbputs and minimize the use of unobservabletmpufair value measurements. Where
there exists limited or no observable market dBtencorp uses its own estimates generally consigletiaracteristics of the asset/liability, the
current economic and competitive environment ahémofactors. For this reason, results cannot berehted with precision and may not be
realized on an actual sale or immediate settlemithte asset or liability.

Bancorp’s investment securities available for said interest rate swaps are recorded at fair @i recurring basis. Other accounts
including mortgage loans held for sale, mortgageisiag rights, impaired loans and other real estatned may be recorded at fair value
non-recurring basis, generally in the applicatibiower of cost or market adjustments or write-devar specific assets.

The portfolio of investment securities available $ale is comprised of U.S. Treasury and otherddx®rnment obligations, debt securities of
U.S. government-sponsored corporations, mortgagkdabsecurities, obligations of state and politmaddivisions, and trust preferred
securities of other banks. Trust preferred seiegrdre priced using quoted prices of identicaligges in an active market and are classified
as Level 1 in the hierarchy above. All other s@ms are priced using standard industry modelsatrices with various assumptions such as
yield curves, volatility, prepayment speeds, ddfeates, time value, credit rating and market grifoe the instruments. These assumptions
generally observable in the market place and catebged from or supported by observable data. &lnesasurements are classified as Level
2 in the hierarchy above.

Interest rate swaps are valued using primarily L&vaputs. Prices obtained are generally basedeaher quotes, benchmark forward yield
curves, and other relevant observable market &atgpurposes of potential valuation adjustmentiet@vative positions, Bancorp evaluates
the credit risk of its counterparties as well asitvn credit risk. To date, Bancorp has not redlemey losses due to a counterpastiylability tc
perform and the change in value of derivative asaetl liabilities attributable to credit risk wast significant during 2012.

Below are the carrying values of assets measurdratalue on a recurring basis (in thousands).

Fair value at December 31, 201
(In thousands) Total Level 1 Level 2 Level 3

Assets
Investment securities available for sal

U.S. Treasury and other U.S. government obligat $ 98,000 $ — $ 98,00( $ —
Government sponsored enterprise obligat 85,74¢ — 3 85,74¢ —
Mortgagebacked securitie 140,88: — 140,88: —
Obligations of states and political subdivisic 60,79 — 60,79: —
Trust preferred securities of financial instituti 1,01¢ 1,01¢ — —
Total investment securities available for sale 386,44( 1,01¢ 385,42. —
Interest rate swaps 41% — 41E —
Total assets $ 386,85 $ 1,018 $ 385,83 % —
Liabilities

Interest rate swaps $ 415 $ — $ 415 $ —
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(In thousands) Fair value at December 31, 201
Total Level 1 Level 2 Level 3

Assets
Investment securities available for sal

U.S. Treasury and other U.S. government obligat $ 115,00. $ — $ 115,00. $ —
Government sponsored enterprise obligat 46,18¢ — 3 46,18¢ —
Mortgagebacked securitie 120,49! — 120,49! —
Obligations of states and political subdivisic 69,50 — 69,501 —
Trust preferred securities of financial instituti 1,00z 1,00z — —
Total investment securities available for sal 352,18! 1,002 351,18: —
Interest rate swaps 442 — 442 —
Total assets $ 352,62° % 1,002 $ 351,62' $ —
Liabilities

Interest rate swaps $ 44z $ — 3 442 $ —

Bancorp did not have any financial instrumentsgifaed within Level 3 of the valuation hierarchyr fassets and liabilities measured at fair
value on a recurring basis at December 31, 202Dbt.

MSRs are recorded at fair value upon capitalizatwa amortized to correspond with estimated sinyimcome, and are periodically
assessed for impairment based on fair value aetharting date. Fair value is based on a valuatiodel that calculates the present value of
estimated net servicing income. The model incogsrassumptions that market participants wouldrusstimating future net servicing
income. These measurements are classified as Bevdt December 31, 2012 and 2011 there was natialuallowance for the mortgage
servicing rights, as the fair value exceeded ttgt. cAccordingly, the MSRs are not included in eittable below for December 31, 2012 or
2011.

Other real estate owned, which is carried at theetaf cost or fair value, is periodically assesErdmpairment based on fair value at the
reporting date. Fair value is determined from mdkappraisals using judgments and estimatestefread professionals. Many of these
inputs are not observable and, accordingly, thes&sorements are classified as Level 3. At DeceBibe2012 and 2011, the carrying value
of other real estate owned was $7,364,000 and 3000, respectively. Other real estate ownedtisnetuded in either table below, as the
fair value of the properties exceeded their cagyialue at December 31, 2012 and 2011.

For impaired loans in the table below, the failuesis calculated as the carrying value of only foaith a specific valuation allowance, less
the specific allowance. As of December 31, 204@&ltimpaired loans with a valuation allowance w&t&.2 million, and the specific
allowance totaled $3.6 million, resulting in a faalue of $11.6 million, compared to total impaitedns with a valuation allowance of $12.6
million, and the specific allowance allocation totg $2.6 million, resulting in a fair value of $I0million at December 31, 2011. The losses
represent the change in the specific allowancethoperiod indicated.
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Below are the carrying values of assets measurfiratalue on a non-recurring basis (in thousands)

Fair value at December 31, 201

(in thousands) Total Level 1 Level 2 Level 3 Total losses

Impaired loans $ 11,62F $ — 3 — $ 11,62F $ (2,467

Total $ 11,62 $ — 3 — 3 11,62 $ (2,469
Fair value at December 31, 201

(in thousands) Total Level 1 Level 2 Level 3 Total losses

Impaired loans $ 10,02: $ — 3 — 3 10,02: $ (1,96))

Total $ 10,02 $ — 3 — 3 10,02 $ (1,961)

In the case of the securities portfolio, Bancorpitars the valuation technique utilized by pricigencies to ascertain when transfers
between levels have occurred. The nature of timairéng assets and liabilities is such that transssfeand out of any level are expected to be
rare. For the twelve months ended December 312,20&re were no transfers between Levels 1, 2, or

(19) Fair Value of Financial Instruments

The following table presents the carrying amouestimated fair values, and placement in the fdinevhierarchy of financial instruments at
December 31, 2012 and 2011.

Carrying
(in thousands) amount Fair value Level 1 Level 2 Level 3
December 31, 201.
Financial assets
Cash and shc-term investment $ 67,70 $ 67,70 $ 67,70 $ — 3 —
Mortgage loans held for sa 14,047 14,43: 14,43: —
Federal Home Loan Bank stock and other secul 6,18( 6,18( — 6,18( —
Loans, ne 1,552,71. 1,583,01: — — 1,583,01:
Accrued interest receivab 5,091 5,091 5,091 — —
Financial liabilities
Deposits $ 1,78169. $ 1,786,041 $ — $ 1,786,041 $ —
Shor-term borrowings 75,597 75,597 — 75,597 —
Long-term borrowings 62,78: 62,82¢ — 62,82¢ —
Accrued interest payab 16€ 16€ 16€ — —
Off balance sheet financial instruments
Commitments to extend cret $ 386,37: $ — 3 — 3 — % —
Standby letters of crec 14,75: (221) — — (22))
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Carrying
(in thousands) amount Fair value Level 1 Level 2 Level 3
December 31, 2011
Financial assets
Cash and shc¢-term investment $ 5492( $ 5492( $ 5492( $ — 3 —
Mortgage loans held for sa 4,381 4,59¢ — 4,59/ —
Federal Home Loan Bank stock and other secul 5,94¢ 5,94¢ — 5,94¢ —
Loans, ne 1,515,101 1,549,47. — — 1,549,47.
Accrued interest receivab 5,96/ 5,96/ 5,96/ — —
Financial liabilities
Deposits $ 1,617,73¢ $ 1,626,171 $ — 1,626,171 $ —
Shor-term borrowings 103,29¢ 103,29¢ — 103,29¢ —
Long-term borrowings 101,33: 100,49: — 100,49: —
Accrued interest payab 232 232 232 — —
Off balance sheet financial instruments
Commitments to extend cre« $ 318,900 $ — 3 — 3 — 3 —
Standby letters of credit 13,28¢ (199) — — (199)

Management used the following methods and assungptidestimate the fair value of each class ohfifel instrument for which it is
practicable to estimate the value.

Cash, Short-term investments, Accrued interest redeable/payable and Short-term borrowings

For these short-term instruments, the carrying arhsua reasonable estimate of fair value.

Federal Home Loan Bank stock and other securities

For these securities without readily available reéikalues, the carrying amount is a reasonablmastiof fair value.
Mortgage loans held for sale

The fair value of mortgage loans held for salegtetmined by market quotes for similar loans basetban type, term, rate, size and the
borrower’s credit score.

Loans, net

US GAAP prescribes the exit price concept for esting fair value of loans. Because there is rajuad market (exit price) for trading the
predominant types of loans in Bancorp’s portfoli® fair value of loans is estimated by discounfirtgre cash flows using current rates at
which similar loans would be made to borrowers wgithilar credit ratings and for the same remaimrajurities (e.g. entrance price).
Deposits

The fair value of demand deposits, savings accoant$ certain money market deposits is the amoaydlge on demand at the reporting ¢
The fair value of fixed-rate certificates of defiess estimated by discounting the future cash $lowing the rates currently offered for

deposits of similar remaining maturities.
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Long-term borrowings

The fair value of long-term borrowings is estimabgddiscounting the future cash flows using estenatf the current market rate for
instruments with similar terms and remaining maiesi

Commitments to extend credit and standby letters ofredit

The fair values of commitments to extend creditestmated using fees currently charged to entersimilar agreements and the
creditworthiness of the customers. The fair valhfestandby letters of credit are based on feesatlyr charged for similar agreements or the
estimated cost to terminate them or otherwiseesttt obligations with the counterparties at thoreéng date.

Limitations

The fair value estimates are made at a specifictpoitime based on relevant market information erfiormation about the financial
instruments. Because no market exists for a siganitiportion of Bancorp’s financial instrumentsy falue estimates are based on judgments
regarding future expected loss experience, cugeohomic conditions, risk characteristics of vasifinancial instruments, and other factors.
These estimates are subjective in nature and isvaiertainties and matters of significant judgnzemt therefore cannot be determined with
precision. Therefore, the calculated fair valuénestes in many instances cannot be substantiatedrparison to independent markets and,
in many cases, may not be realizable in a curaeta the instrument. Changes in assumptionsdcsighificantly affect the estimates.

(20) Derivative Financial Instruments

Bancorp typically manages its interest rate risthaut the use of hedging instruments, and curretdBs not have derivative financial
instruments employed for any reason except foatttemmodation of customers. Occasionally, Baneatprs into freestanding interest ra
swaps for the benefits of its commercial custormérs desire to hedge their exposure to changingasteates. Bancorp hedges its interest
rate exposure on commercial customer transactipmesntering into offsetting swap agreements withraped reputable independent
counterparties with substantially matching terlBecause of matching terms of offsetting contrantsthe collateral provisions mitigating
any non-performance risk, changes in fair valueseghbent to initial recognition are expected to favénsignificant effect on earnings.
Exchanges of cash flows related to the interestsa@p agreements for 2012 were offsetting anéfiver had no net effect on Bancorp’s
earnings or cash flows.

At December 31, 2012, Bancorp’s interest rate svaapsecognized as other assets and liabilitiéisarconsolidated balance sheets at fair
value. Bancorp’s derivative instruments have nenbdesignated as hedging instruments. These umdéséyderivative instruments are
recognized on the consolidated balance sheetratdhie.

The interest rate swap agreements derive theieviatum underlying interest rates. These transastiovolve both credit and market risk. The
notional amounts are amounts on which calculatipagments, and the value of the derivative areddsetional amounts do not represent
direct credit exposures. Direct credit exposutémged to the net difference between the calcdatmounts to be received and paid, if any.
Bancorp is exposed to credit-related losses irettemt of nonperformance by the counterpartiesdésdtagreements. Bancorp controls the
credit risk of its financial contracts through dteapprovals, limits and monitoring procedures, doés not expect any counterparties to fail
their obligations.
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At December 31, 2012 and 2011, Bancorp had outstgridterest rate swap contracts as follows:

Receiving Paying
December 31 December 31 December 31 December 31
(dollar amounts in thousands) 2012 2011 2012 2011
Notional amoun $ 4,45¢ 3 4,86¢ 3 4,45¢ 3 4,86¢
Weighted average maturity (yea 6.3 7.2 6.3 7.2
Fair value $ (415 $ (442) $ 415 $ 447

(21) Regulatory Matters

Bancorp and the Bank are subject to various cagtalirements prescribed by banking regulationsaaministered by state and federal
banking agencies. Under these requirements, Basecatthe Bank must meet minimum amounts and pexgestof Tier | and total capital,
defined, to risk weighted assets and Tier | capitalverage assets. Risk weighted assets are diederivy applying certain risk weightings
prescribed by the regulations to various categaiessets and off-balance sheet commitments. &apit risk weighted assets may be
further subject to qualitative judgments by reguigtas to components, risk weighting and othepfacFailure to meet the capital
requirements can result in certain mandatory, arsgiply discretionary, corrective actions presatibg the regulations or determined to be
necessary by the regulators, which could materaffigct the consolidated financial statements. Man@ent believes Bancorp and the Bank
met all capital requirements to which they werejacitas of December 31, 2012.

As of December 2012 and 2011, the Bank’s primagylaor categorized the Bank as well capitalizedeurihe regulatory framework for
prompt corrective action. There are no conditionsw@nts since those notifications that manageineligves have changed the Bankapita
categories.
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A summary of Bancorp’s and the Bank’s capital b December 31, 2012 and 2011 follows:

Minimum for Minimum for well
December 31, 201 Actual adequate capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
Total risk-based capital (1
Consolidatec $ 250,83 14.42% $ 139,16: 8.0(% NA NA
Bank 220,13: 12.7(% 138,66t 8.0(% $ 173,33 10.0(%
Tier | risk-based capital (1
Consolidatec $ 228,97 13.1% $ 69,54« 4.0(% NA NA
Bank 198,33¢ 11.4%% 69,34¢ 4.00% $ 104,02 6.0(%
Leverage (2
Consolidatec $ 228,97. 10.7%% $ 63,66: 3.0(% NA NA
Bank 198,33!¢ 9.37% 63,502 3.0% $ 105,83 5.0(%
Minimum for Minimum for well
December 31, 201 Actual adequate capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
Total risk-based capital (1
Consolidatec $ 242,36! 14.69% $ 132,53( 8.0(% NA NA
Bank 210,61 12.77% 131,94 8.0(% $ 164,92 10.0(%
Tier | risk-based capital (1
Consolidatec $ 211,54 12.7% $ 66,261 4.0(% NA NA
Bank 179,89( 10.91% 65,95/ 40(% $ 98,93 6.0(%
Leverage (2
Consolidatec $ 211,54 10.5% $ 60,26¢ 3.0(% NA NA
ek 179,89 8.9%%  60,03( 3.00% $ 100,05( 5.00%

(1) Ratio is computed in relation to risk-weightesbets.
(2) Ratio is computed in relation to average assets
NA — Not applicable. Well capitalized is not dedohfor holding companies in regulatory framework.

Included in the total risk-based capital at Decen®tie 2011 was $10 million of subordinated debesgpwhich qualified as Tier 2 capital.
Bancorp prepaid the debentures in the first quafte012.
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(22) S.Y. Bancorp, Inc. (parent company only)

Condensed Balance Sheets

December 31

(In thousands) 2012 2011
Assets

Cash on deposit with subsidiary be $ 25,90 $ 24,96¢

Investment in and receivable from subsidia 204,43: 186,03:

Securities available for sale (amortized cost Q08 in 2012 and 201 1,01¢ 1,002

Other assets 4,707 6,731
Total assets $ 236,06( $ 218,73(
Liabilities and stockholders’ equity

Other liabilities $ 85 % 144

Subordinated debentures 30,90( 30,90(

Total stockholders’ equity 205,07! 187,68t
Total liabilities and stockholders’ equity $ 236,06( $ 218,73(
Condensed Statements of Income

Years ended December 3:

(In thousands) 2012 2011 2010
Income- dividends and interest from subsidiar 10,09C $ 9€ 3 a0
Income- interest income from securiti 80 104 351
Gain on securities so — — 15¢
Income (loss- other 637 (402 60€
Expense! 5,13( 4,65¢ 4,531
Income (loss) before income taxes and equity irstriduted net income of

subsidiary 5,67 (4,862) (3,325
Income tax benefi (1,674 (1,889 (1,217
Income (loss) before equity in undistributed nebime of subsidiar 7,351 (2,979 (2,119
Equity in undistributed net income of subsidi 18,45( 26,57 25,06’
Net income 25,80: $ 23,601 $ 22,95:

80




Table of Contents

Condensed Statements of Cash Flows

Years ended December 3

(in thousands) 2012 2011 2010
Operating activities
Net income 25,80. $ 23,60 $ 22,95:
Adjustments to reconcile net income to net caskigen by operating activitie:
Equity in undistributed net income of subsidial (18,45() (26,57°) (25,067
Decrease (increase) in receivable from subsidii 50 (207 (62
Stock compensation exper 1,481 1,16¢ 952
Excess tax benefits from sh- based compensation arrangem: (83 (125) (240
Depreciation, amortization and accretion, — 9 a0
Gain on sale of securities available for ¢ — — (159
Decrease (increase) in other as: 1,96: 3,98: (1,867
Increase (decrease) in other liabilities 28 (17) 317
Net cash provided by (used in) operating activitie 10,79( 1,941 (2,979
Investing activities
Purchases of securities available for ¢ — — (74,83%)
Proceeds from sale of securities available for — — 27,06¢
Proceeds from maturities of securities availabtestde — 3,63( 44,45(
Net cash provided by (used in) investing activitie — 3,63( (3,32)
Financing activities
Proceeds from stock optio 961 70& 1,10€
Excess tax benefit from shi-based compensation arrangeme 83 12t 14C
Common stock repurchas (20%) (167) (39¢)
Cash dividends paid (10,697) (9,930) (11,765
Net cash used in financing activitie: (9,857) (9,267 (10,91%)
Net increase (decrease) in cas 93¢ (3,696 (17,219
Cash at beginning of yeal 24,96¢ 28,66 45,87t
Cash at end of yeal 25,90¢ $ 24,96¢ $ 28,66:
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(23) Segments

The Bank’s, and thus Bancorp’s, principal actigtieclude commercial banking and investment managémind trust. Commercial banking
provides a full range of loan and deposit prodteisidividual consumers and businesses. Commadraiaking also includes the Bank’s
mortgage origination and securities brokerage #gtiunvestment management and trust provides tiveabhnagement services including
investment management, trust and estate admindstyaind retirement plan services.

The financial information for each business segmeihects that which is specifically identifiable allocated based on an internal allocation
method. Income taxes are allocated based on thetig# federal income tax rate adjusted for anyeteempt activity. All tax exempt activity
and provision for loan losses have been allocat¢bdg commercial banking segment. The measureafi¢hé performance of the business
segments is based on the management structure Bfathk and is not necessarily comparable with ainmiiformation for any other financial
institution. The information presented is also metessarily indicative of the segments’ operatibtitey were independent entities.

Principally, all of the net assets of S.Y. Bancdng, are involved in the commercial banking segmdsancorp has goodwill of $682,000
related to the 1996 purchase of a bank in soutlmeliana. This purchase facilitated Bancorp’s eg@min southern Indiana. Goodwill has
been assigned to the commercial banking segment.
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Selected financial information by business segrfaitws:

Investment
Commercial management
(In thousands) banking and trust Total
Year ended December 31, 201
Net interest incom 73,80( 15C 73,95(
Provision for loan losse 11,50¢( — 11,50¢(
Investment management and trust serv — 14,27¢ 14,27¢
All other nor-interest income 24,11( 69 24,17¢
Non-interest expense 57,32 8,14¢ 65,47
Income before income taxes 29,087 6,34¢ 35,43¢
Tax expense 7,412 2,22 9,63¢
Net income 21,67¢ 4,12¢ 25,80!
Year ended December 31, 201
Net interest incom 70,59: 14C 70,73:
Provision for loan losse 12,60( — 12,60(
Investment management and trust serv — 13,84 13,84:
All other nor-interest income 19,38: 21 19,40:
Non-interest expense 51,86: 7,71¢ 59,58
Income before income taxes 25,51: 6,28¢ 31,79¢
Tax expense 5,992 2,19¢ 8,191
Net income 19,51¢ 4,08t 23,60¢
Year ended December 31, 2010
Net interest incom 66,76 11& 66,87¢
Provision for loan losse 11,46¢ — 11,46¢
Investment management and trust serv — 13,26( 13,26(
All other nor-interest income 20,47¢ — 20,47¢
Non-interest expense 49,61¢ 7,518 57,13:
Income before income taxes 26,15¢ 5,86: 32,01¢
Tax expense 7,018 2,052 9,06t
Net income 19,14: 3,81( 22,95

83




Table of Contents

(24) Quarterly Operating Results (unaudited)

Following is a summary of quarterly operating rés@naudited) for 2012, 2011 and 2010:

2012
(In thousands, except per share date 4th quarter 3rd quarter 2nd quarter 1st quarter
Interest incomt $ 22,03: % 21,69: $ 21,36 $ 21,81
Interest expense 3,72¢ 2,891 3,06¢ 3,26
Net interest incom 18,31( 18,79¢ 18,29t 18,55(
Provision for loan losses 2,47 2,47 2,47 4,07¢
Net interest income after provisi 15,83¢ 16,32( 15,82( 14,47¢
Nor-interest incom 10,127 9,79t 9,29( 9,24¢
Nonr-interest expenses 17,18: 17,04¢ 16,50¢ 14,73¢
Income before income tax 8,77¢ 9,07( 8,60z 8,98¢
Income tax expense 2,26¢ 2,38¢ 2,49¢ 2,48
Net income $ 6,51¢ $ 6,68z $ 6,10 $ 6,50z
Basic earnings per she $ 047 $ 0.4¢ $ 044 $ 0.4i
Diluted earnings per share 0.47 0.4¢ 0.44 0.47
2011
4th quarter 3rd quarter 2nd quarter 1st quarter
Interest incomt $ 21,56¢ $ 21,61¢ $ 21,56¢ $ 21,28¢
Interest expense 3,55: 3,82¢ 3,95¢ 3,97:
Net interest incom 18,01¢ 17,79( 17,611 17,31t
Provision for loan losses 3,10( 4,10( 2,60( 2,80(
Net interest income after provisi 14,91¢ 13,69( 15,011 14,51¢
Nor-interest incom 9,22¢ 7,85¢ 8,15: 8,00t
Nonr-interest expenses 16,72: 13,30z 14,72¢ 14,82°
Income before income tax 7,41¢ 8,24¢ 8,43¢ 7,69:
Income tax expense 1,07¢ 2,472 2,441 2,20z
Net income $ 6,34: $ 577¢ $ 5997 $ 5,491
Basic earnings per she $ 0.4¢ $ 04z $ 04: $ 0.4C
Diluted earnings per share 0.4¢€ 0.42 0.43 0.4(
2010
4th quarter 3rd quarter 2nd quarter 1st quarter
Interest incom $ 21,72 $ 22,01¢ % 21,448 $ 20,95’
Interest expense 4,39¢ 4,804 4,901 5,16:
Net interest incom 17,32« 17,21« 16,54 15,79
Provision for loan losses 3,69¢ 2,69t 2,38¢ 2,69t
Net interest income after provisi 13,62¢ 14,51¢ 14,16: 13,09¢
Nor-interest incom 9,57¢ 8,26: 7,92¢ 7,97¢
Nonr-interest expenses 15,08: 13,90¢ 14,381 13,75¢
Income before income tax 8,12¢ 8,87z 7,70¢ 7,311
Income tax expense 2,07 2,507 2,14¢ 2,33¢
Net income $ 6,051 $ 6,365 $ 5,55¢ $ 4,981




Basic earnings per she $ 044 $ 0.4€ $ 041 $ 0.37i
Diluted earnings per share 0.44 0.4€ 0.4C 0.3¢

Note: The sum of earnings per share of each ofitiaeters in 2012, 2011 and 2010 may not add tgehe to date amount reported
Bancorp’s consolidated financial statements duetading.
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Stockholders
S.Y. Bancorp, Inc.:

We have audited the accompanying consolidated balsineets of S.Y. Bancorp, Inc. and subsidiaries Qompany) as of December 31, 2
and 2011, and the related consolidated stateméinisame, comprehensive income, cash flows, anagbésin stockholders’ equity for each
of the years in the three year period ended DeceBhe2012. These consolidated financial statememtshe responsibility of the Compasy’
management. Our responsibility is to express aniopion these consolidated financial statementedasa our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disids in the financial statements. An
audit also includes assessing the accounting ptexused and significant estimates made by maregeas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenéspects, the financial position of S.Y.
Bancorp, Inc. and subsidiaries as of December @12 2nd 2011, and the results of their operatioaistiaeir cash flows for each of the years
in the three year period ended December 31, 2@1&nformity with U.S. generally accepted accoupfmninciples.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@’nited States), S.Y.
Bancorp, Inc.’s internal control over financial ogfing as of December 31, 2012, based on critesti@dished innternal Control —
Integrated Frameworissued by the Committee of Sponsoring Organizatigrise Treadway Commission (COSO), and our regated
March 11, 2013 expressed an unqualified opiniothereffectiveness of the Company’s internal corarar financial reporting.

(signed) KPMG LLF

Louisville, Kentucky
March 11, 201!
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Management's Report on Consolidated Financial Stateents

The accompanying consolidated financial statemamtsother financial data were prepared by the me&magt of S.Y. Bancorp, Inc.
(Bancorp), which has the responsibility for theegrity of the information presented. The consofiddinancial statements have been preg
in conformity with U.S. generally accepted accongtprinciples and, as such, include amounts tleathar best estimates and judgments of
management with consideration given to materiality.

Management is further responsible for maintainisystem of internal controls designed to providesomable assurance that the books and
records reflect the transactions of Bancorp antlith&stablished policies and procedures are alydbllowed. Management believes that
Bancorp’s system, taken as a whole, provides redderassurance that transactions are executedandance with management’s general or
specific authorization; transactions are recordedexessary to permit preparation of financiakstants in conformity with U.S. generally
accepted accounting principles and to maintain @acibility for assets; access to assets is pewiniitdy in accordance with management’s
general or specific authorization, and the reco=mbuntability for assets is compared with thetéxy assets at reasonable intervals and
appropriate action is taken with respect to anfedéhces.

Management also seeks to assure the objectivityraedrity of Bancorp’s financial data by the calefelection and training of qualified
personnel, an internal audit function and orgaroral arrangements that provide an appropriatesidini of responsibility.

KPMG LLP, the independent registered public acciognirm that audited the consolidated financialtstments of Bancorp included in this
Annual Report on Form 10-K, has issued a repoBamcorp’s internal control over financial reportiag of December 31, 2012. The report
expresses an unqualified opinion on the effectigerm# Bancorp’s internal control over financial ogjng as of December 31, 2012.

The Board of Directors provides its oversight rfaethe consolidated financial statements throdghAudit Committee. The Audit
Committee meets periodically with management, tibernal auditors, and the independent auditor$) eaa private basis, to review matters
relating to financial reporting, the internal catsystems, and the scope and results of auditteffbhe internal and independent auditors
have unrestricted access to the Audit Committeth and without the presence of management, to sisaocounting, auditing, and financial
reporting matters. The Audit Committee also recomaisethe appointment of the independent auditoBotrd of Directors, and ultimately
has sole authority to appoint or replace the inddpat auditors.

/s/ David P. Heintzma
David P. Heintzmau
Chairman and Chief Executive Offic

/s/ Nancy B. Davit
Nancy B. Davis
Executive Vice President and Chief Financial Offi
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Item 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure
None

Item 9A. Controls and Procedures

Bancorp maintains disclosure controls and procedddesigned to ensure that it is able to collecirtfegmation it is required to disclose in 1
reports it files with the Securities and Exchangenthission (SEC), and to process, summarize antbdisthis information within the time
periods specified in the rules of the SEC. Bagetheir evaluation of Bancorp’s disclosure contiantsl procedures which took place as of
December 31, 2012, the Chief Executive and Chieékéial Officers believe that these controls artedures are effective to ensure that
Bancorp is able to collect, process and disclosértformation it is required to disclose in theasp it files with the SEC within the required
time periods.

Based on the evaluation of Bancorp’s disclosurdérotsiand procedures by the Chief Executive angfIinancial Officers, no changes
occurred during the fiscal quarter ended DecembeP@12 in Bancorp’s internal control over finanegporting that has materially affected,
or is reasonably likely to materially affect, Banga internal control over financial reporting.

87




Table of Contents
Management’s Report on Internal Control Over Finandal Reporting

The management of S.Y. Bancorp, Inc. and subsa&igBancorp) is responsible for establishing anthtaiaming adequate internal control
over financial reporting. Bancorp’s internal cahtover financial reporting is a process designedeu the supervision of Bancorp’s Chief
Executive Officer and Chief Financial Officer, agifiected by Bancorp’s board of directors, manageraed other personnel, to provide
reasonable assurance regarding the reliabilitynaicial reporting and the preparation of finansiatements for external purposes in
accordance with U.S. generally accepted accouptimgiples. This process includes those policies grocedures that:

1. Pertain to the maintenance of records, that inomesle detail, accurately and fairly reflect trensactions and
dispositions of the assets of Bancorp;

2. Provide reasonable assurance that transactioms@reled as necessary to permit preparation offiahstatements in
accordance with U.S. generally accepted accoumptimgiples, and that receipts and expendituresasfddrp are being
made only in accordance with authorizations of ngenaent and directors of Bancorp; and

3. Provide reasonable assurance regarding preventiimely detection of unauthorized acquisition, oselisposition of
Bancorp’s assets that could have a material effie¢he financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with policies or pthaes may deteriorate.

Management has assessed the effectiveness ofeiteahcontrol over financial reporting as of Det®m31, 2012, based on the control
criteria established in a report entitledernal Control — Integrated Frameworkssued by the Committee of Sponsoring Organinatio
(COSO) of the Treadway Commission. Based on sasbssment, management has concluded that Banadgsizal control over financial
reporting is effective as of December 31, 2012.

KPMG LLP, the independent registered public acciogntirm that audited the consolidated financialtetments of Bancorp included in this
Annual Report on Form 10-K, has issued a repoBamcorp’s internal control over financial reportiag of December 31, 2012. The report
expresses an unqualified opinion on the effectigerm# Bancorp’s internal control over financial ogjng as of December 31, 2012.

/s/ David P. Heintzma
David P. Heintzmau
Chairman and Chief Executive Offic

/s/ Nancy B. Davit
Nancy B. Davis
Executive Vice President and Chief Financial Offi
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Stockholders
S.Y. Bancorp, Inc.:

We have audited S.Y. Bancorp, Inc.’s (the Comp3gripternal control over financial reporting as ofd@mber 31, 2012, based on criteria
established imnternal Control — Integrated Framewoissued by the Committee of Sponsoring Organizatifriee Treadway Commission
(COSO0). The Company’s management is responsiblmé&intaining effective internal control over fingaaeporting and for its assessment
of the effectiveness of internal control over fingh reporting, included in the accompanyiMgnagement Report on Internal Control Over
Financial Reportin¢. Our responsibility is to express an opinion o& @ompany’s internal control over financial repaogtbased on our audit.

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversighti8d&/nited States). Those stande
require that we plan and perform the audit to obtagasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordw@r financial reporting, assessing the
that a material weakness exists, and testing aald&ing the design and operating effectivenesstefnal control based on the assessed risk.
Our audit also included performing such other pdoces as we considered necessary in the circunestave believe that our audit provides
a reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonableaassuregarding the reliability of
financial reporting and the preparation of finahsiatements for external purposes in accordantiegeinerally accepted accounting
principles. A company'’s internal control over firgad reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshef assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and (Bjige reasonable assurance regarding preventiomely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@iizh statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadégibecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, S.Y. Bancorp, Inc. maintained, ihnaaterial respects, effective internal controeofinancial reporting as of December 31,
2012, based on criteria establishedniternal Control — Integrated Framewoissued by the Committee of Sponsoring Organizatidribe
Treadway Commission.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the consolidated
balance sheets of S.Y. Bancorp, Inc. and subsidias of December 31, 2012 and 2011, and thedelatesolidated statements of income,
comprehensive income, cash flows, and changesdkisblders’ equity for each of the years in the#iyear period ended December 31,
2012, and our report dated March 11, 2013 expressethqualified opinion on those consolidated faialnstatements.

(signed) KPMG LLF

Louisville, Kentucky
March 11, 201!
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Item 9B. Other Information
None
Part 11l
Iltem 10. Directors, Executive Officers and Corporate Governace

Information regarding the directors and executiffieers of Bancorp is incorporated herein by refeeeto the discussion under the headings,
“ITEM 2. ELECTION OF ELEVEN DIRECTORS,” and “SECTIND16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCEhA
Bancorp’s Proxy Statement to be filed with the $ities and Exchange Commission for the 2013 Anie¢ting of Shareholders (“Proxy
Statement”) and the section captioned EXECUTIVE [@ERS OF THE REGISTRANT in this Form 10-K.

Information regarding the Audit Committee is incorgted herein by reference to the discussion uthdeneading, “BOARD OF
DIRECTORS’ MEETINGS AND COMMITTEES” in Bancorp’s Bxy Statement.

Information regarding principal occupation of di@s of Bancorp follows:

David H. Brooks — Retired. Former Chairman and €hieecutive Officer, S.Y. Bancorp, Inc. and Stocards Bank & Trust Company;
Charles R. Edinger, Il — President, J. Edinger@&SInc.;

David P. Heintzman — Chairman and Chief Executivc€r, S.Y. Bancorp, Inc. and Stock Yards Bank &3t Company;
Carl G. Herde — Vice President of Finance and Chie&ncial Officer, Baptist Healthcare System, jnc.

James A. Hillebrand —President, S.Y. Bancorp, &md Stock Yards Bank & Trust Company;

Richard A. Lechleiter — Executive Vice President &hief Financial Officer, Kindred Healthcare, Inc.

Bruce P. Madison — Chief Executive Officer, Plun®8upply Company, Inc.;

Richard Northern — Partner, Wyatt, Tarrant & Combs

Stephen M. Priebe — President, Hall Contracting

Nicholas X. Simor— President and Chief Executive Officer, PublishHeristing Company, LLC;

Norman Tasma— President, Tasman Industries Inc. and Tasman Plideessing Inc.;

Kathy C. Thompson — Senior Executive Vice Presid8nY. Bancorp, Inc. and Stock Yards Bank & Trushipany.

The Board of Directors of Bancorp has adopted & adcethics for its chief executive officer andditial executives. A copy of the code of
ethics is filed as an exhibit to this Annual Report

ltem 11. Executive Compensation

Information regarding the compensation of Bancogxscutive officers and directors is incorporatecein by reference to the discussion
under the heading, “EXECUTIVE COMPENSATION AND OTRENFORMATION — REPORT ON EXECUTIVE COMPENSATIONN
Bancorp’s Proxy Statement.

Information regarding the Compensation Committdadsrporated herein by reference to the discussiater the heading,
“TRANSACTIONS WITH MANAGEMENT AND OTHERS” in Banc@r’s Proxy Statement. The report of the Compensaiiommittee
shall not be deemed filed for purposes of Sect®oflithe Securities Exchange Act of 1934 or othsevgubject to the liabilities of that
section, nor shall it be deemed soliciting matesiasubject to Regulation 14A of the Exchange Adhoorporated by reference in any filing
under the Exchange Act or the Securities Act of31@Xcept as shall be expressly set forth by sipaeiference in such filing.
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Item 12. Security Ownership of Certain Beneficial Owners andvlanagement and Related Stockholder Matters

The information required by this item is incorp@dherein by reference to the discussion undendhaeings, “ITEM 2. ELECTION OF
ELEVEN DIRECTORS” and “SECURITY OWNERSHIP OF CERT™ABENEFICIAL OWNERS AND MANAGEMENT,” in Bancorp’s
Proxy Statement.

Item 13. Certain Relationships and Related Transactions, an@®irector Independence

The information required by this item is incorp@dherein by reference to the discussion undendhaedings, “ITEM 2. ELECTION OF
ELEVEN DIRECTORS” and “TRANSACTIONS WITH MANAGEMENTRND OTHERS,” in Bancorp’s Proxy Statement.

Item 14.  Principal Accounting Fees and Services

The information required by this item is incorp@cherein by reference to the discussion undengheing, “REPORT OF THE AUDIT
COMMITTEE" in Bancorp’s Proxy Statement.

Part IV
Item 15.  Exhibits and Financial Statement Schedules
(8 1. The following financial statements are includedhis Form 10-K:

Consolidated Balance Sheets — December 31, 2012

Consolidated Statements of Income - years endedrbieer 31, 2012, 2011 and 2010

Consolidated Statements of Changes in Stockhol@eysity - years ended December 31, 2012, 2011 amné 2
Consolidated Statements of Comprehensive Inconearsyended December 31, 2012, 2011 and 2010
Consolidated Statements of Cash Flows - years ebdedmber 31, 2012, 2011 and 2010

Notes to Consolidated Financial Statements

Report of Independent Registered Public AccourfEing

() 2.  List of Financial Statement Schedules

Schedules to the consolidated financial statenarBancorp are omitted since they are either ngoired under the related
instructions, are inapplicable, or the requireainfation is shown in the consolidated financiatesteents or notes thereto.
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(a) 3.

List of Exhibits

2.1

2.2

3.1

3.2
4.1

4.2

10.1*

10.2*

10.3*

10.4*

10.5*

10.6*

10.7*

10.8*

10.9*

10.10°

10.11°

10.12*

10.13

10.14

Agreement and Plan of Merger by and among THE BAICImc., S.Y. Bancorp, Inc. and Sanders Merger, $ub on
December 19, 2012. Exhibit 2.1 to For-K filed December 19, 2012, is incorporated by refice herein

First Amendment to Agreement and Plan of Mergeediats of February 26, 2013 by and among S.Y. Bandoc.,
Sanders Merger Sub, LLC, and THE BANCorp, Inc. BitH2.2 to form S-4 (File No. 333-186930) filed Febry 27, 2013,
is incorporated by reference here

Amended and Restated Articles of Incorporation af@rp filed with the Secretary of State of Kentuok April 23, 2008
Exhibit 3.1 to Form -K filed April 28, 2008, is incorporated by referenicerein

Bylaws of Bancorp as currently in effect. Exhibi2 3o Form K filed April 28, 2008, is incorporated by referenleerein
Rights agreement dated as of April 23, 2003, betv&¥ . Bancorp, Inc. and Wachovia Bank, Nationaddksation, as
rights agent. Exhibit 1 to Forn-A filed April 23, 2003, is incorporated by referenigerein

Indenture for 10% Subordinated Debentures due 288d as of December 23, 2008, between S.Y. Bpnbar. and
Wilmington Trust Company, as Trustee. Exhibit 4Fbrm 8-K filed December 23, 2008, is incorporatgdeference
herein.

S.Y. Bancorp, Inc. Amended And Restated 1995 Shockntive Plan. Exhibit 10.1 to Annual Report onRd.0-K for the
year ended December 31, 2001, of Bancorp is incated by reference here

Stock Yards Bank & Trust Company Executive Nondiedi Deferred Compensation Plan (as Amended anthieksin
2009), as filed as Exhibit 10.4 to Forr-K filed on December 19, 2008, is incorporated Hgnence hereir

Stock Yards Bank & Trust Company Director NonquedifDeferred Compensation Plan (as Amended andfeesin
2009), as filed as Exhibit 10.3 to Forr-K filed on December 19, 2008, is incorporated Hgnence hereir

Form of Stock Yards Bank & Trust Company Executianqualified Deferred Compensation Plan Employent@ution
Agreement, as filed as Exhibit 10.3 to For-K filed on October 23, 2006, is incorporated byerefice hereir

Stock Yards Bank & Trust Company 2009 Restatedd@ébificers Security Plan Exhibit 10.1 to Form &iled
December 19, 2008, is incorporated by referenceiine

Change in Control Severance Agreement dated aanoiady 27, 2010 between Stock Yards Bank & Trush@any and
David P. Heintzman, Exhibit 10.1 to Forr-K filed January 27, 2010, is incorporated by refieeeherein

Change in Control Severance Agreement dated aanoidy 27, 2010 between Stock Yards Bank & Trush@any and
Kathleen C. Thompson, Exhibit 10.2 to For-K filed January 27, 2010, is incorporated by refieseherein

Change in Control Severance Agreement dated aanoidy 27, 2010 between Stock Yards Bank & Trush@any and
James A. Hillebrand, Exhibit 10.3 to Forr-K filed January 27, 2010, is incorporated by refessherein

Change in Control Severance Agreement dated aanoidy 27, 2010 between Stock Yards Bank & Trushg@any and
Nancy Davis, Exhibit 10.4 to Forn-K filed January 27, 2010, is incorporated by refieesherein

Form of Change in Control Severance Agreement @&oiter, Hoeck and Dishman), Exhibit 10.5 to Fori led
January 27, 2010, is incorporated by referenceirne

S.Y. Bancorp, Inc. 2005 Stock Incentive Plan. EiHiB.1 to Form 8-K filed May 2, 2005, is incorpted by reference
herein.

Amendment No. 1 to S. Y. Bancorp, Inc. 2005 Staatehtive Plan, as filed as Exhibit 10.1 to Form 8kd on April 22,
2010, is incorporated by reference her

Form of Employer Contribution Agreement, Nancy BaWRarticipant, as filed as Exhibit 10.4 to Forrd 8led on
October 23, 2006, is incorporated by referenceihe

Terms of Restricted Stock Program, as filed as lakhD.1 to Form 8-K filed on February 26, 2007insorporated by
reference hereir
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10.15

10.16*

10.17*

10.18*

10.19°

10.20*

10.21°

10.22*

10.23*
10.24*
10.25*
14

21

23
31.1
31.
32.1
32.

101

Form of Restricted Stock Agreement (3 year vestiag)filed as Exhibit 10.2 to Form 8-K filed on Fe#ry 26, 2007, is
incorporated by reference here
Form of Stock Option Grant and Agreement (6 mortsting), as filed as Exhibit 10.1 to Form 8-K dilen January 19,
2006, is incorporated by reference her
Form of Stock Option Grant and Agreement (5 yeating), as filed as Exhibit 10.2 to Fornk8filed on January 19, 200
is incorporated by reference here
Form of Stock Appreciation Right Grant Agreementr(@nth vesting), as filed as Exhibit 10.1 to ForK 8led on
February 22, 2008, is incorporated by referenceihe
Form of Stock Appreciation Right Grant Agreemenyé€ar vesting), as filed as Exhibit 10.2 to Forrd 8led on
February 22, 2008, is incorporated by referenceihe
Form of Indemnification Agreement between StockdéaBank & Trust Company, S.Y. Bancorp, Inc. ancheaember of
the Board of Directors. Exhibit 10.3 to Annual Repmn Form 10-K for the year ended December 31,1260Bancorp is
incorporated by reference here
Form of Restricted Stock Award Agreement (5 yeating) between S.Y. Bancorp, Inc. and each recimérestricted
stock. Exhibit 10.21 to Annual Report on Form 1@eKthe year ended December 31, 2010, of BancargE@porated by
reference hereir
Form of Director Restricted Stock Award Agreemenyéar vesting) between S.Y. Bancorp, Inc. and eaember of the
Board of Directors. Exhibit 10.22 to Annual Repont Form 10-K for the year ended December 31, 26flBancorp is
incorporated by reference here
Amendment No. 2 to the S. Y. Bancorp, Inc. 200xstacentive Plan, as filed as Exhibit 10.1 to F@+K filed on
April 22, 2011, is incorporated by reference her
Form of S.Y. Bancorp, Inc. Restricted Stock Unia@rAgreement, as filed as Exhibit 10.2 to Form 8kd on April 22,
2011, is incorporated by reference her
Form of Stock Appreciation Right Grant Agreemenyéar vesting) between S.Y. Bancorp, Inc. and eacipient of stock
appreciation rights
Code of Ethics for the Chief Executive Officer dfidancial Executives
Subsidiaries of the Registra
Consent of Independent Registered Public Accourking.
Certifications pursuant to Section 302 of the Saek-Oxley Act by David P. Heintzma
Certifications pursuant to Section 302 of the Saek-Oxley Act by Nancy B. Davis
Certifications pursuant to 18 U.S.C. Section 1280Adopted Pursuant to Section 906 of the Sarb@mé=sy Act of 2002
by David P. Heintzmar
Certifications pursuant to 18 U.S.C. Section 1280Adopted Pursuant to Section 906 of the Sarb@méss Act of 2002
by Nancy B. Davis
The following financial statements from the S.Y nBarp, Inc. December 31, 2012 Annual Report on FborK, filed on
March 11, 2013, formatted in eXtensible Businesgdriing Language (XBRL):

(1) Consolidated Balance Sheets

(2) Consolidated Statements of Income

(3) Consolidated Statements of Comprehensive lecom

(4) Consolidated Statements of Cash Flows

(5) Consolidated Statements of Changes in Stodkns| Equity

(6) Notes to Consolidated Financial Statem

* Indicates matters related to executive compeosair other management contracts.

Copies of the foregoing Exhibits will be furnishiedothers upon request and payment of Bancorp®oresble expenses in furnishing the

exhibits.

(b)

(©)

Exhibits

The exhibits listed in response to Item 15(a) 3fibed or furnished as a part of this report.
Financial Statement Schedules

None
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Where You Can Find More Information

Bancorp is subject to the informational requirerseaftthe Securities Exchange Act of 1934 and adaglylfiles its annual report on

Form 10-K, quarterly reports on Form 10-Q, curmemorts on Form 8-K, proxy statements and othermétion with the Securities and
Exchange Commission (“SEC”). The public may read eopy any materials filed with the SEC at the SHRLiblic Reference Room at 100
F Street, NE, Washington, DC 20549. Please calBfEC at (800) SEC-0330 for further informatiortlom Public Reference Room.
Bancorp’s public filings are also maintained on 8tC’s Internet site that contains reports, praxy imformation statements and other
information regarding issuers that file electrofiicaith the SEC. The address of that web sitletip://www.sec.gov. In addition, Bancorp’s
annual report on Form 10-K, quarterly reports omi&0-Q, current reports on Form 8-K and amendmientisose reports filed or furnished
pursuant to Section 13(a) or 15(d) of the Exchakgtemay be accessed free of charge through Bareareb site after we have electronically
filed such material with, or furnished it to, thEG. The address of that web site is http://www.syin.
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Signatures

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

March 11, 201! S.Y. BANCORP, INC

BY: /s/ David P. Heintzma
David P. Heintzmau
Chairman and Chief Executive Offic

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdatlicated.

/s/ David P. Heintzma Chairman, Chief Executive Officer and Director March 11, 2013
David P. Heintzmau (principal executive officer)
/sl James A. Hillebran President and Director March 11, 2013
James A. Hillebran
/s/ Nancy B. Davit Executive Vice President and Chief Financial March 11, 2013
Nancy B. Davis Officer (principal financial and accounting

officer)
/s/ David H. Brooks Director March 11, 2013
David H. Brooks
/sl Charles R. Edinger, | Director March 11, 2013
Charles R. Edinger, Il
/sl Carl G. Herd: Director March 11, 2013
Carl G. Herde
/s/ Richard A. Lechleite Director March 11, 2013

Richard A. Lechleite

/s/ Bruce P. Madiso Director March 11, 2013
Bruce P. Madisol

/s/ Richard Norther Director March 11, 2013
Richard Northert

/s/ Stephen M. Priek Director March 11, 2013
Stephen M. Prieb

/s/ Nicholas X. Simol Director March 11, 2013
Nicholas X. Simor

/s/ Norman Tasma Director March 11, 2013
Norman Tasma

/sl Kathy C. Thompso Senior Executive Vice President and Director March 11, 2013
Kathy C. Thompsol
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Index to Exhibits

Exhibit Number

2.1

2.2

3.1

3.2
4.1

4.2

10.1*

10.2*

10.3*

10.4*

10.5*

10.6*

10.7*

10.8*

10.9*

10.10°

10.11°

10.12*

10.13

Agreement and Plan of Merger by and among THE BAIgCImc., S.Y. Bancorp, Inc. and Sanders Merger, Sub on
December 19, 2012. Exhibit 2.1 to For-K filed December 19, 2012, is incorporated by refiee herein

First Amendment to Agreement and Plan of Mergeediats of February 26, 2013 by and among S.Y. Bandoc.,
Sanders Merger Sub, LLC, and THE BANCorp, Inc. BitH2.2 to form S-4 (File No. 333-186930) filed Febry 27, 2013,
is incorporated by reference here

Amended and Restated Articles of Incorporation an&rp filed with the Secretary of State of Kentuok April 23, 2008
Exhibit 3.1 to Form -K filed April 28, 2008, is incorporated by referenicerein

Bylaws of Bancorp as currently in effect. Exhibi2 3o Form K filed April 28, 2008, is incorporated by referenlieerein
Rights agreement dated as of April 23, 2003, betv&& . Bancorp, Inc. and Wachovia Bank, Nationatdksation, as
rights agent. Exhibit 1 to Forn-A filed April 23, 2003, is incorporated by referenigerein

Indenture for 10% Subordinated Debentures due 2k88d as of December 23, 2008, between S.Y. Bpnbar. and
Wilmington Trust Company, as Trustee. Exhibit 4Fbrm 8-K filed December 23, 2008, is incorporatgdeference
herein.

S.Y. Bancorp, Inc. Amended And Restated 1995 Shockntive Plan. Exhibit 10.1 to Annual Report onRd.0-K for the
year ended December 31, 2001, of Bancorp is incated by reference here

Stock Yards Bank & Trust Company Executive Nondiedi Deferred Compensation Plan (as Amended anthieksin
2009), as filed as Exhibit 10.4 to Forr-K filed on December 19, 2008, is incorporated Hgnence hereir

Stock Yards Bank & Trust Company Director NonquetifDeferred Compensation Plan (as Amended anchieesin
2009), as filed as Exhibit 10.3 to Forr-K filed on December 19, 2008, is incorporated Hgnence hereir

Form of Stock Yards Bank & Trust Company Executianqualified Deferred Compensation Plan Employent@ution
Agreement, as filed as Exhibit 10.3 to For-K filed on October 23, 2006, is incorporated byerehce hereir

Stock Yards Bank & Trust Company 2009 Restatedd@dbificers Security Plan Exhibit 10.1 to Form &iked
December 19, 2008, is incorporated by referenceiine

Change in Control Severance Agreement dated aanoidy 27, 2010 between Stock Yards Bank & Trush@any and
David P. Heintzman, Exhibit 10.1 to Forr-K filed January 27, 2010, is incorporated by refieesherein

Change in Control Severance Agreement dated aanoidy 27, 2010 between Stock Yards Bank & Trush@any and
Kathleen C. Thompson, Exhibit 10.2 to For-K filed January 27, 2010, is incorporated by refeseherein

Change in Control Severance Agreement dated aanoidy 27, 2010 between Stock Yards Bank & Trushg@any and
James A. Hillebrand, Exhibit 10.3 to Forr-K filed January 27, 2010, is incorporated by refieeherein

Change in Control Severance Agreement dated aanoiady 27, 2010 between Stock Yards Bank & Trush@any and
Nancy Davis, Exhibit 10.4 to Forn-K filed January 27, 2010, is incorporated by refieesherein

Form of Change in Control Severance Agreement @&oiter, Hoeck and Dishman), Exhibit 10.5 to Fori led
January 27, 2010, is incorporated by referenceirie

S.Y. Bancorp, Inc. 2005 Stock Incentive Plan. EitHiB.1 to Form 8-K filed May 2, 2005, is incorpted by reference
herein.

Amendment No. 1 to S. Y. Bancorp, Inc. 2005 Staatehtive Plan, as filed as Exhibit 10.1 to Form 8kd on April 22,
2010, is incorporated by reference her

Form of Employer Contribution Agreement, Nancy BaWRarticipant, as filed as Exhil
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10.14

10.15

10.16”

10.17*

10.18

10.19°

10.20°

10.21°

10.22*

10.23
10.24
10.25
14

21

23
31.1
31.z
32.1
32.2

101

10.4 to Form -K filed on October 23, 20086, is incorporated byerehce hereir
Terms of Restricted Stock Program, as filed as lakhD.1 to Form 8-K filed on February 26, 2007insorporated by
reference hereir
Form of Restricted Stock Agreement (3 year vestiag)filed as Exhibit 10.2 to Form 8-K filed on Fe#ry 26, 2007, is
incorporated by reference here
Form of Stock Option Grant and Agreement (6 montsting), as filed as Exhibit 10.1 to Form 8-K dilen January 19,
2006, is incorporated by reference her
Form of Stock Option Grant and Agreement (5 yeating), as filed as Exhibit 10.2 to Fornk8filed on January 19, 200
is incorporated by reference here
Form of Stock Appreciation Right Grant Agreementr(énth vesting), as filed as Exhibit 10.1 to For 8led on
February 22, 2008, is incorporated by referenceihe
Form of Stock Appreciation Right Grant Agreemenyé€ar vesting), as filed as Exhibit 10.2 to Forrd 8led on
February 22, 2008, is incorporated by referenceihe
Form of Indemnification Agreement between StockdéaBank & Trust Company, S.Y. Bancorp, Inc. ancheaember of
the Board of Directors. Exhibit 10.3 to Annual Repmn Form 10-K for the year ended December 311260Bancorp is
incorporated by reference here
Form of Restricted Stock Award Agreement (5 yeating) between S.Y. Bancorp, Inc. and each recippérestricted
stock. Exhibit 10.21 to Annual Report on Form 1@eKthe year ended December 31, 2010, of Bancanzaporated by
reference hereir
Form of Director Restricted Stock Award Agreemenyéar vesting) between S.Y. Bancorp, Inc. and eaember of the
Board of Directors. Exhibit 10.22 to Annual Repont Form 10-K for the year ended December 31, 26flBancorp is
incorporated by reference here
Amendment No. 2 to the S. Y. Bancorp, Inc. 200x&tacentive Plan, as filed as Exhibit 10.1 to F@+K filed on
April 22, 2011, is incorporated by reference her
Form of S.Y. Bancorp, Inc. Restricted Stock Unia@rAgreement, as filed as Exhibit 10.2 to Form 8kd on April 22,
2011, is incorporated by reference her
Form of Stock Appreciation Right Grant Agreemenyé€ar vesting) between S.Y. Bancorp, Inc. and eacipient of stock
appreciation rights
Code of Ethics for the Chief Executive Officer dfidancial Executives
Subsidiaries of the Registra
Consent of Independent Registered Public Accourfing.
Certifications pursuant to Section 302 of the Saek-Oxley Act by David P. Heintzma
Certifications pursuant to Section 302 of the Saek-Oxley Act by Nancy B. Davis
Certifications pursuant to 18 U.S.C. Section 1280Adopted Pursuant to Section 906 of the Sarb@méss Act of 2002
by David P. Heintzmar
Certifications pursuant to 18 U.S.C. Section 1280Adopted Pursuant to Section 906 of the Sarb@méss Act of 2002
by Nancy B. Davis
The following financial statements from the S.Y nBarp, Inc. December 31, 2012 Annual Report on FborK, filed on
March 11, 2013, formatted in eXtensible Businesgdriing Language (XBRL):

(1) Consolidated Balance Sheets

(2) Consolidated Statements of Income

(3) Consolidated Statements of Comprehensive lecom

(4) Consolidated Statements of Cash Flows

(5) Consolidated Statements of Changes in Stodkns| Equity

(6) Notes to Consolidated Financial Statem

* Indicates matters related to executive compeosair other management contracts.
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Exhibit 10.25
S.Y. BANCORP, INC.

STOCK APPRECIATION RIGHT

GRANT AGREEMENT
This Stock Appreciation Right Grant Agreement datscf (the “Grant Data¥) petween S.Y. Bancorp, Inc. (the
“Company”) and (the “Grantee”).
RECITALS
A. The Company adopted the S.Y. Bancorp, Inc. 2008k3tacentive Plan (the “Plan™). The Plan is adrsiered by the Board of

Directors (the “Board”) with respect to grants maal®irectors .

B. The Board has designated Grantee as a Participéme iPlan, and wishes to set forth in this Agreartiege Grantee’s right to receive
shares of Common Stock equal in value to the diffee between the Fair Market Value of a certainbermof shares at this Grant
Date and the Fair Market Value of those Sharehermlate the Grantee exercises the right (a “Stggkéciation Right,” or “SAR”),
subject to the terms of this Agreement.

AGREEMENTS
The Grantee and the Company agree as follows:
1. Grant of Stock Appreciation RighThe Company grants to Grantee a stock appreniatiht (“SAR”) with respect to a
total of shares of Common St(ible “Shares”), on the terms and conditions sehfbelow and in the Plan.
2. Exercise PriceThe exercise price of this SAR is $ per share, which is equal to the Fair Market Valfithe
Common Stock on the Grant Date.
3. Term This SAR is not exercisable and shall termirgdter the expiration of 10 years from the GrantdDatd may

terminate on an earlier date in the event of Gelat€ermination of Service as a Director of the @amy. An unexercised (or as-yet
unvested) SAR shall lapse and become unexercis8ahtenths following Grantee’s Termination of Seeyiaunless the termination is caused
by death, in which case it shall continue to ber@gable for 12 months, or on account of Disabilag defined in Section 22 of the Internal
Revenue Code) or retirement pursuant to the Conipamgndatory retirement policy for directors , ihiash cases Grantee’s right to exercise
the SAR (to the extent then vested) will continaéiluhe 10-year expiration date.

4, Vesting; Period of Exerciséf not earlier terminated pursuant to the Plateams of this Agreement, this SAR is first
exercisable, in the portions indicated in the vegti




schedule below, and once so vested remains exgleisatil it lapses or terminates as provided heagid in the Plan:

If there has not been ¢
Termination of Service then
on the following Anniversary(ies)

of Grant Date this % of the SARs becomes veste
1 year 20%
2 years 4C%
3 years 60%
4 years 80%
5 years 100C%
5. Method of Exercise of SAREach exercise of this SAR shall be in writinghstantially in the form of Exhibit A hereto),

signed by the Grantee, and received by the Comipaity principal executive office. The Grantee nexgrcise this SAR with respect to less
than the total number of Shares; provided thatartiad exercise of this SAR may be made with respea fraction of a Share to which it is
subject. Upon exercise of this SAR, , the Grankad| seceive from the Company certificates issuethe Grantee’s name for number of
whole shares of Common Stock (rounded down in #se of a fraction) equal to the amount determinediliding (A) the product of (i) the
difference between the Fair Market Value on the aditexercise over the Exercise Pritees(ii) the number of Shares with respect to which
this SAR is exercised, by (B) the Fair Market Vatif@ Share on the date of exercise.

6. Definitions Unless provided to the contrary in this Agreemé#re definitions contained in the Plan and angadments
thereto shall apply to this Agreement.

7. Nontransferability of SARThis SAR shall not be transferable other thamviilyor the laws of descent or distribution and
shall be exercisable, during the Grantee’s lifetiordy by Grantee.

8. Restrictions Imposed by Lawotwithstanding any other provision of this Agmeent, Grantee agrees that Grantee shall
not exercise this SAR and that the Company willbebbligated to deliver any shares of Common Stwekake any cash payment if cour
to the company determines that such exercise,atglior payment would violate any law or regulatidrany governmental authority or any
agreement between the Company and any nationalitiesexchange upon which the Common Stock iedisThe Company shall in no ev
be obligated to take any affirmative action in artecause the exercise of this SAR to comply \&itly law or regulation of any governmer
authority.

9. Shareholder Statusrantee shall have no rights as a shareholdbrrespect to any shares of Stock under this Agee¢m
until such shares have been duly issued and detiierGrantee, and no adjustment shall be mad#iviimends of any kind or description
whatsoever or for distributions of other rightsaofy kind or description whatsoever respecting thar&s except as expressly set forth in the
Plan.




10. Modification, Amendment and Cancetiati The Board of Directors of Bancorp shall haveribit unilaterally to modify,
amend or cancel this Option in accordance withi¢hms of the Plan, and, in particular, shall hdaeertight under the Plan to cancel this
Option if not exercised before a sale or certaireotorporate transactions to the extent providetié Plan.

11. Provisions Consistent with Plaithis Agreement is intended to be construed todmesistent with, and is subject to, all
applicable provisions of the Plan, which is incagied herein by reference. In the event of a adrifetween the provisions of this
Agreement and the Plan, the provisions of the Blel prevail.

S.Y. BANCORP, INC.

By:

Print:

Title:

Date:

GRANTEE:

[Name of Grantee
(acknowledging receipt and conditions to exercetensit above

Date:




EXHIBIT A
Notice of Stock Appreciation Right Exercise

| hereby exercise my stock appreciation right (“SARith respect to the number of shares of comntooksof S.Y. Bancorp, Inc (the
“Company”) shown below pursuant to the S.Y. Banctmp 2005 Stock Incentive Plan:

Date of SAR Grant Agreement:
Number of shares with respect to which the grabeiag exercised:

Exercise price per share:

Signature

Print Name

Date:




EXHIBIT 14
Code of Ethics for the Chief Executive Officer andFinancial Executives

S.Y. Bancorp, Inc. and Stock Yards Bank & Trust @amy are strongly committed to conducting busing#is honesty and integrity and in
compliance with all applicable laws and regulatiddenior financial officers hold an important pmsitin our corporate governance structure
because of their role in balancing, protecting praserving the interests of all of our stakehold&hss Code of Ethics for the Chief Execut
Officer and Financial Executives contains spegifiaciples to which the Chief Executive OfficergeBident, Chief Financial Officer,
Controller and other financial, accounting and dtes officers (the “Financial Officers”) are expedtto adhere. This Code of Ethics is
intended to supplement the general corporate cbdenaluct.

This code is intended to be our Code of EthicsSlemior Financial Officers pursuant to the provisiof Section 406 of the Sarbanes-Oxley
Act of 2002 and related rules of the Securities Brchange Commission.

All Financial Officers will:

1. Act with honesty and integrity, avoiding actualamparent conflicts of interest in personal and gssibnal relationships.
2. Provide our stakeholders with information thatdswrate, complete, objective, relevant, timely anderstandable.
3. Comply with rules and regulations of federal, statevincial and local governments, and other appate private and public

regulatory agencies.

4. Act in good faith, responsibly, with due care, catgmce and diligence, without misrepresenting raticts or allowing one’s
independent judgment to be subordinated.

5. Respect the confidentiality of information acquiredhe course of ons'work except when authorized or otherwise legaitijgated
to disclose. Confidential information acquired e ttourse of one’s work will not be used for pee@uvantage.

6. Share knowledge and maintain skills important aieant to our stakeholders’ needs.

7. Proactively promote ethical behavior as a respdagidrtner among peers in one’s work environment.

8. Achieve responsible use of and control over aktsand resources employed or entrusted to us.

9. Report known or suspected violations of this Cadadcordance with all applicable rules of procedure

10. Be accountable for adhering to this Code.

11. Not unduly or fraudulently influence, coerce, mangte or mislead any authorized audit or interfeith any auditor engaged in the

performance of an internal or independent audduwffinancial statements or accounting books andros.

We will promptly disclose the nature of any amendmet (other than administrative or non-substantive amendments) to or waiver fron
this Code of Ethics as may be required by applicablrules of the Securities and Exchange Commissiom@the NASDAQ.




EXHIBIT 21
S.Y. Bancorp, Inc. Subsidiaries

Stock Yards Bank & Trust Company, a Kentucky Bagkorporation
1040 East Main Street
Louisville, KY 40206

S.Y. Bancorp Capital Trust I, a Delaware Statutdryst
1040 East Main Street
Louisville, KY 40206

Sanders Merger Sub, LLC, a Kentucky limited ligigitompany
1040 East Main Street
Louisville, KY 40206




Exhibit 23
Consent of Independent Registered Public Accountingirm

The Board of Directors
S.Y. Bancorp, Inc.:

We consent to the incorporation by reference inrégéstration statements Nos. 333-128809, 333-12888-96740, 33-96742, and 33B853(
on Form S-8 and No. 33-96744 on Form S-3 of Sahddrp, Inc. of our reports dated March 11, 2018 vespect to the consolidated
balance sheets of the S.Y. Bancorp, Inc. and sial&id as of December 31, 2012 and 2011, and thtedeconsolidated statements of incc
comprehensive income, cash flows, and changesdkisvlders’ equity for each of the years in the#hyear period ended December 31,
2012, and the effectiveness of internal controlrdiveancial reporting as of December 31, 2012, Whigports appear in the December 31,
2012 annual report on Form 10-K of S.Y. Bancorg, In

(signed) KPMG LLF

Louisville, Kentucky

March 11, 201




Exhibit 31.1
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT
I, David P. Heintzman, certify that:
1. I have reviewed this annual report on Form 16fI5.Y. Bancorp, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and we have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoides designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duriihg toeriod in which this report is being prepared;

b) designed such internal control over financiglorting, or caused such internal control over foiahreporting to be designed under
supervision, to provide reasonable assurance rieggiite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

¢) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proms] as of the end of the period covered by #psnt, based on such evaluation; and

d) disclosed in this report any change in the tegig's internal control over financial reportiftat occurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimiiernal controls over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weadges in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigfeability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Date: March 11 2013 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office




Exhibit 31.2
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT
I, Nancy B. Davis, certify that:
1. I have reviewed this annual report on Form 16fI5.Y. Bancorp, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and we have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoides designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duriihg toeriod in which this report is being prepared;

b) designed such internal control over financiglorting, or caused such internal control over foiahreporting to be designed under
supervision, to provide reasonable assurance rieggiite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

¢) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proms] as of the end of the period covered by #psnt, based on such evaluation; and

d) disclosed in this report any change in the tegig's internal control over financial reportiftat occurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimiiernal controls over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weadges in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigfeability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Date: March 11, 2013 By: /s/ Nancy B. Davit
Nancy B. Davis, Executive Vic
President, Treasurer and CF
Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-
OXLEY ACT OF 2002

In connection with this annual report of S.Y. Bamgdnc. on Form 10-K for the period ending Decenidig 2012 (the “Report”), we, the
undersigned, certify, pursuant to 18 U.S.C. secti®®0, as adopted pursuant to section 906 of tHeaBas-Oxley Act of 2002, that, to the
best of our knowledge and belief: (1) The Repdityfcomplies with the requirements of Section 13{a)l5(d) of the Securities Exchange .
of 1934; and (2) The information contained in trepBrt fairly presents, in all material respects, financial condition and results of
operations of S.Y. Bancorp, Inc. as of and forghgods presented in the Report.

Date: March 11, 2013 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office

A signed original of this written statement required by section 906 has been provided to S.Y. Banconmc. and will be retained by S.Y.
Bancorp, Inc. and furnished to the Securities and Echange Commission or its staff upon request.




Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-
OXLEY ACT OF 2002

In connection with this annual report of S.Y. Bamgdnc. on Form 10-K for the period ending Decenidig 2012 (the “Report”), we, the
undersigned, certify, pursuant to 18 U.S.C. secti®®0, as adopted pursuant to section 906 of tHeaBas-Oxley Act of 2002, that, to the
best of our knowledge and belief: (1) The Repdityfcomplies with the requirements of Section 13{a)l5(d) of the Securities Exchange .
of 1934; and (2) The information contained in trepBrt fairly presents, in all material respects, financial condition and results of
operations of S.Y. Bancorp, Inc. as of and forghgods presented in the Report.

Date: March 11, 2013 By: /s/ Nancy B. Davit
Nancy B. Davis
Executive Vice President, Treasurer
Chief Financial Office

A signed original of this written statement required by section 906 has been provided to S.Y. Banconmc. and will be retained by S.Y.
Bancorp, Inc. and furnished to the Securities and Echange Commission or its staff upon request.




